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$EVWUDFW 
 *URXQGHGLQ6RFLDO([FKDQJH7KHRU\6(7WKLVVWXG\LVPRWLYDWHGE\WZR
XQUHVROYHGLVVXHV)LUVWVFKRODUVILQGPL[HGUHVXOWVRQKRZUHODWLRQVKLSGXUDWLRQIDFLOLWDWHV
EXVLQHVV-WR-EXVLQHVV%%WUXVW7KHODFNRIFRQVHQVXVUHVXOWVIURPWKHDVVXPSWLRQWKDW
UHODWLRQVKLSGXUDWLRQLVDPHDVXUHRISULRUWUXVW-EXLOGLQJHIIRUWV:HFRQWHQGWKDW
WUXVW-EXLOGLQJOLHVLQH[FKDQJHVEHWZHHQ%%SDUWQHUVDQGUHODWLRQVKLSGXUDWLRQPRGHUDWHV
WKHHIIHFWVRIUHFLSURFDOH[FKDQJHV6HFRQGDOWKRXJK7UDQVDFWLRQ&RVW$QDO\VLV7&$LVRQH
RIWKHPRVWXVHGWKHRUHWLFDOOHQVLQWKHVWXG\RI%%WUXVW7&$LVFULWLFL]HGIRUQHJOHFWLQJ
WKHH[FKDQJHSURFHVVLQ%%WUXVW-EXLOGLQJ7RSURYLGHFODULW\WRWKHVHLVVXHVZHHPSLULFDOO\
YDOLGDWHWKDWELODWHUDODVVHWVSHFLILFLW\FRQVWLWXWHVVRFLDOH[FKDQJHSURFHVVHVZKLFK
FRPPXQLFDWHJRRGZLOOUHFLSURFLW\DQGHTXLYDOHQFHUHFLSURFLW\(PSLULFDOILQGLQJVVXJJHVW
WKDWZLWKLQELODWHUDODVVHWVSHFLILFLW\DFKLHYLQJJRRGZLOOUHFLSURFLW\DOZD\VHQKDQFHV
WUXVWUHJDUGOHVVRIWKHGXUDWLRQFRQWLQJHQF\DQGYLRODWLQJHTXLYDOHQFHUHFLSURFLW\
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$OZD\V7UXVWLQ2OG)ULHQGV"(IIHFWVRI5HFLSURFLW\ZLWKLQ%LODWHUDO$VVHW6SHFLILFLW\RQ
7UXVWLQ,QWHUQDWLRQDO%%3DUWQHUVKLSV 
1. ,QWURGXFWLRQ 
*URXQGHGLQ6RFLDO([FKDQJH7KHRU\6(7WKLVUHVHDUFKDGGUHVVHVWZRXQUHVROYHG
WKHRUHWLFDOLVVXHVLQLQWHURUJDQL]DWLRQDOWUXVWOLWHUDWXUH7KHILUVWREVHUYDWLRQLVWKDWHPSLULFDO
ZRUNVUHSRUWLQFRQVLVWHQWILQGLQJVUHJDUGLQJKRZUHODWLRQVKLSGXUDWLRQIDFLOLWDWHV
EXVLQHVV-WR-EXVLQHVV%%WUXVW:HWKXVDLPWRRIIHUDFODULILFDWLRQRQWKHUROHRI
UHODWLRQVKLSGXUDWLRQLQ%%WUXVW-EXLOGLQJSURFHVV7KHRWKHUWKHRUHWLFDOSX]]OHLVIURPWKH
7UDQVDFWLRQ&RVW$QDO\VLV7&$7KHDUWLFOHVHHNVWRILOODJDSLQWKHRU\UHJDUGLQJVRFLDO
DVSHFWVRIH[FKDQJHDQGLWVGHYHORSPHQWSURFHVVVSHFLILFDOO\UHODWHGWRDVVHWVSHFLILFLW\LQ
WKHFRQWH[WRI%%WUXVW2XUHIIRUWLVGLUHFWHGWRDZLGHO\ODPHQWHGLVVXH*UDQRYHWWHU
0F(YLO\HWDO0F(YLO\DQG=DKHHUWKDW7&$GRZQSOD\VVRFLDOIRXQGDWLRQVRI
WUDQVDFWLRQVHJPHWD-DQDO\VLVHYLGHQFHIURP3DOPDWLHUHWDO/HRQLGRXHWDO
=KRQJHWDO+HHGLQJWKHZDUQLQJVLQWKHOLWHUDWXUHZHHPSLULFDOO\IRFXVRQELODWHUDO
DVVHWVSHFLILFLW\DQGLWVUROHLQXQGHUO\LQJVRFLDOH[FKDQJHSURFHVVWKDWWULJJHUVJRRGZLOO
UHFLSURFLW\DQGHTXLYDOHQFHUHFLSURFLW\  
7KHFRQYHQWLRQDOYLHZDVVHUWVWKDWDGHTXDWHUHODWLRQVKLSGXUDWLRQVWUHQJWKHQV
LQWHURUJDQL]DWLRQDOWUXVWWKURXJKFRQQHFWLQJWZRSDUWLHVEH\RQGWKHGLVFUHWHWUDQVDFWLRQ
HQKDQFLQJPXWXDOXQGHUVWDQGLQJDQGDOLJQLQJWKHPWRSXUVXHFRPPRQJRDOV'Z\HUHWDO
0RUJDQDQG+XQW)RUH[DPSOH*DQHVDQVWDWHV³«VXFKSHULRGVSURYLGH
ERWKSDUWLHVZLWKDJUHDWHUXQGHUVWDQGLQJRIHDFKRWKHUDQGWKHLULGLRV\QFUDVLHV7KXV
H[SHULHQFHZLWKWKHYHQGRULVOLNHO\WRLQFUHDVHDUHWDLOHU
VWUXVWLQWKHYHQGRU
VFUHGLELOLW\DQG
EHQHYROHQFHS´7KLVWKHPHUHSHDWVLWVHOILQUHODWLRQVKLSPDUNHWLQJVWXGLHVDVWKH\
XQGHUOLQHZLWKWKHVDPHWRQHWKDWUHODWLRQVKLSGXUDWLRQDFFUXHVLQWHURUJDQL]DWLRQDOWUXVW
$QGHUVRQDQG:HLW]'RQH\DQG&DQQRQ=KDQJHWDO+RZHYHUHPSLULFDO
4 
 
ILQGLQJVDUHPL[HG6FKRODUVILQGWKDWWKHFRQQHFWLRQEHWZHHQUHODWLRQVKLSGXUDWLRQDQG
LQWHURUJDQL]DWLRQDOWUXVWYDULHVIURPSRVLWLYHHIIHFWV%UDVKHDUHWDO=KDQJHWDO
'RQJHWDOWRLQVLJQLILFDQWHIIHFWV+HLGH3DOPDWLHUHWDO(NLFL
9DQQHVWHHWDOWRQHJDWLYHHIIHFWV*XODWLDQG1LFNHUVRQ7KHUHIRUHWKHUROHRI
UHODWLRQVKLSGXUDWLRQRQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJUHPDLQVXQFOHDU 
%XLOGLQJRQWKH'Z\HUHWDOFRQFHSWXDOIUDPHZRUNHPSLULFDOVWXGLHVDWWULEXWHD
FRQVWUXFWLYHUROHLQGHYHORSLQJDPXWXDOXQGHUVWDQGLQJDQGPDWXULW\RIUHODWLRQVKLS
$QGHUVRQDQG:HLW]*XODWL%HMRXHWDO6D9LQKDVDQG+HLGH
'HVSLWHVXFKRSWLPLVPWKHOHQJWKRIUHODWLRQVKLSGRHVQRWJXDUDQWHHPXWXDOUHOLDQFHDQG
UHODWLRQVKLSERQGLQJ)LFKPDQDQG/HYLQWKDO,QVWHDGUHODWLRQVKLSVPDWXUHGXULQJWKH
VRFLDOH[FKDQJHSURFHVVDORQJZLWKWKHFRPSOH[H[SHULHQFHRIVKDUHGLGHDVDQGIRUPD
PXWXDOLGHQWLW\RYHUERQGLQJEHWZHHQWZRSDUWLHV%ODX&URSDQ]DQRDQG0LWFKHOO
&RRNHWDO,QRWKHUZRUGVZKDWPDWWHUVLVQRWKRZORQJWKHUHODWLRQVKLSODVWV
EXWZKDWKDVEHHQGRQHLQWKHH[FKDQJHG\QDPLFVZLWKLQWKHFRXUVHRIWKHUHODWLRQVKLS
5HVSRQGLQJWRLQFRQVLVWHQWHPSLULFDOILQGLQJVVFKRODUVFDOOIRUSURFHVV-EDVHGSHUVSHFWLYHVRQ
LQWHURUJDQL]DWLRQDOWUXVWUDWKHUWKDQGLUHFWO\YLHZLQJUHODWLRQVKLSDJHDVDSUR[\IRU
DFFXPXODWHGWUXVW-EXLOGLQJHIIRUWV+HLGHDQG:DWKQH0|OOHULQJ$NURXWDQG
'LDOOR=KRQJHWDO7KXVRXUILUVWUHVHDUFKTXHVWLRQLV+RZGRHVUHODWLRQVKLS
GXUDWLRQDIIHFWWKHWUXVW-EXLOGLQJSURFHVVLQLQWHUQDWLRQDO%%SDUWQHUVKLSV" 
%DVHGRQ6(7WKLVDUWLFOHSRVLWVWKHFRQWLQJHQF\UROHRIUHODWLRQVKLSGXUDWLRQLQ
LQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ7KHSURFHVVOLHVLQWKHUHODWLRQVKLSG\QDPLFVEHWZHHQWZR
SDUWLHV±KRZWKH\FRPPXQLFDWHFHUWDLQVRFLDOQRUPVDQGFRPSO\ZLWKWKHP%\FRPSO\LQJ
WKH\HQVXUHERWKSUHGLFWDELOLW\DQGVWDELOLW\WRIDFLOLWDWHWUXVW%ODX&URSDQ]DQRDQG
0LWFKHOO&URSDQ]DQRHWDO$VVXFKUHSHDWHGPXWXDOXQGHUVWDQGLQJVDQG
H[SHFWDWLRQVRQFHUWDLQQRUPVDUHLQFUHPHQWDOO\FRPPXQLFDWHGOHDUQHGDQGLQWHUQDOL]HG
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WKURXJKFRQWLQXLQJLQWHUDFWLRQV&RRNHWDO2YHUWLPHWKHIRJJUDGXDOO\FOHDUVLQ
SDUWQHUV¶EHKDYLRUQRUPVJHWHVWDEOLVKHGFRPSOLDQFHOHDYHVDWUDFNUHFRUG$ORQJVLGHZLWK
JURZLQJFRPSOLDQFHSUHGLVSRVLWLRQVDOVRPXOWLSO\WKHSDUWQHUV¶H[SHFWDWLRQVWXUQVKDUSHU
DQGVWULFWHUWRHQVXUHVXVWDLQDEOHH[FKDQJHDQGUHGXFHGUHODWLRQDOULVN%ODX&RRNHWDO
+HQFHWKHLPSRUWDQFHRIQRUP-FRPSO\LQJH[FKDQJHVRQWUXVWLQFUHDVHVRYHUWLPH
:LWKWKLVYLHZRQHQRWDEOHFRQWULEXWLRQRIWKHFXUUHQWVWXG\LVWRLGHQWLI\UHODWLRQVKLS
GXUDWLRQDVDFRQWLQJHQWPRGHUDWRUEHWZHHQQRUP-FRPSO\LQJH[FKDQJHVDQGWUXVW  
6HFRQGDQRWKHULVVXHZLWKLQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJVWXGLHVLVDYRLGOHIWE\
WKH7UDQVDFWLRQ&RVW$QDO\VLV7&$$OWKRXJKWKHPRVWZLGHO\XVHGWKHRUHWLFDOOHQVLH 
/HRQLGRXHWDO
VPHWD-DQDO\VLV7&$RIWHQUHFHLYHVFULWLFDOVFUXWLQ\LQWKHH[DPLQDWLRQ
RILQWHURUJDQL]DWLRQDOWUXVW7KHUHDVRQVLQFOXGHQHJOHFWRIVRFLDOFRQWH[WSDWKGHSHQGHQFLHV
DQGWKHLQWHUDFWLYHSURFHVVLQUHODWLRQVKLSERQGLQJ*UDQRYHWWHU0F(YLO\HWDO
0F(YLO\HWDOVWDWH³WKH:LOOLDPVRQLDQYLHZUHIOHFWVDQXQGHU-VRFLDOL]HGYLHZRIWKH
RUJDQL]DWLRQDQGFRRUGLQDWLRQRIHFRQRPLFDFWLYLW\DQGWKHUHODWLRQVKLSEHWZHHQHFRQRPLF
DFWRUVEDVHGRQDOLPLWHGXQGHUVWDQGLQJRIKRZWUXVWUHDOO\ZRUNVS´5HVSRQGLQJWRWKH
FULWLTXHVRQDSSO\LQJ7&$WRLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJZHDGGUHVVWKHXQGHUO\LQJ
UHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\  
7KHSUHVHQWVWXG\GUDZVIURPWKH6RFLDO([FKDQJH7KHRU\WRSURSRVHDPRUHVRFLDOL]HG
FRQWH[W-RULHQWHGDQGSDWK-GHSHQGHQWLQYHVWLJDWLRQRQWKHXVDJHRI7&$IUDPHZRUNLQ
LQWHURUJDQL]DWLRQDOWUXVW2XUDSSURDFKKDVPHULWV)RULQVWDQFH=KRQJHWDODIWHUD
PHWD-DQDO\VLVVXJJHVWWKDW7&$DQG6(7FRXOGEHFRPSOHPHQWDU\SHUVSHFWLYHVLQ
XQGHUVWDQGLQJWUXVWDFURVVRUJDQL]DWLRQDOERXQGDULHV(DFKSDUW\LQWHUSUHWVWKHRSSRQHQW¶V
PRYHGHSHQGLQJRQZKHWKHURUQRWWKHPRYHFRPSOLHVZLWKWKHUHFLSURFLW\QRUP%ODX
(PHUVRQ&URSDQ]DQRDQG0LWFKHOO&RRNHWDO*LYHQWKDW7&$-EDVHG
VWXGLHVFODLPDVVHWVSHFLILFLW\WREHRQHRIWKHPRVWLQIOXHQWLDOIDFWRUVLQLQWHURUJDQL]DWLRQDO
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UHODWLRQVKLSV*H\VNHQVHWDO3DOPDWLHUHWDOZHLQYHVWLJDWHKRZUHFLSURFLW\
ZLWKLQELODWHUDODVVHWVSHFLILFLW\ZRXOGLQIOXHQFHLQWHURUJDQL]DWLRQDOWUXVW$FFRUGLQJO\RXU
VHFRQGUHVHDUFKTXHVWLRQLV'RHVUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLWLHVSOD\DUROHLQ
WKHWUXVW-EXLOGLQJSURFHVVLQLQWHUQDWLRQDO%%SDUWQHUVKLSV" 
%XLOGLQJRQ6(7LQVLJKWVDQ\IRUPRIµJLYH-DQG-WDNH¶LQWHUDFWLRQFRQVWLWXWHVDVRFLDO
H[FKDQJHSURFHVV$FFRUGLQJO\ZHFRQWHQGWKDWELODWHUDODVVHWVSHFLILFLW\FRQVLVWVRIDQ
XQGHUO\LQJVRFLDOH[FKDQJHSURFHVVEHWZHHQWKHSDUWLHVDSURFHVVWKDWDIILUPVWKHRSSRQHQW¶V
JRRGZLOOVWUHQJWKHQVWKHUHFLSURFLW\EHOLHIVDQGLQGHHGHOHYDWHVWUXVW 7KHUHFLSURFLW\LVDOVR
FRQVWLWXWLYH,WIDFLOLWDWHVDQH[SHFWDWLRQWKDWDJRRG-GHHGHQJHQGHUVWKHUHWXUQRIWKH
JRRG-GHHG%ODX0ROPHWDO,QWKHPXWXDOH[FKDQJHRISRVLWLYHEHKDYLRU
UHFLSURFLW\HPHUJHVLQWZRFRPSRQHQWV*RXOGQHU+RSSQHUDQG*ULIILWK
+RSSQHUHWDO6ZlUG,QWKHRQHWKHFRQFHSWRIUHFLSURFLW\LVFRQVWUXHGRQ
H[FKDQJHVRIODWHQWJRRGZLOOLQWHQWLRQVSDUWQHU¶VDFWLRQVLQWKHG\DGDUHPRUH
PXWXDO-LQWHUHVWGULYHQWKDQVHOI-LQWHUHVWGULYHQ,QWKHRWKHUUHFLSURFLW\LVEXLOWRQWKH
HTXLYDOHQFHRIFRQWULEXWLRQVWKHOHYHORILQYHVWPHQWLQFRPSDULVRQWRWKDWRIWKHSDUWQHU
7KHSUHVHQWLQYHVWLJDWLRQFRQWULEXWHVWRWKHOLWHUDWXUHE\LGHQWLI\LQJJRRGZLOOUHFLSURFLW\DQG
HTXLYDOHQFHUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\WRH[WHQGWKHILHOG¶VXQGHUVWDQGLQJV 
7KHUHPDLQGHURIWKLVSDSHULVRUJDQL]HGDVIROORZV)LUVWZHLQWURGXFHWKHUHOHYDQW
OLWHUDWXUHRQUHODWLRQVKLSPDUNHWLQJDQGGHVFULEHKRZDSSO\LQJWKH6(7H[WHQGVRXU
NQRZOHGJH1H[WZHLOOXVWUDWHRXUFRQFHSWXDOIUDPHZRUNDQGK\SRWKHVHV:HWKHQUHSRUWDQ
HPSLULFDOVWXG\RILQWHUQDWLRQDOEX\HU-VHOOHUUHODWLRQVKLSV0HWKRGRORJ\DQGHPSLULFDO
UHVXOWVDUHDOVRSUHVHQWHG)LQDOO\ZHFRQFOXGHZLWKWKHRUHWLFDOH[WHQVLRQVDQGPDQDJHULDO
LPSOLFDWLRQV  
 
2. 7KHRUHWLFDO%DFNJURXQG  
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,QWHURUJDQL]DWLRQDO7UXVW  
7UXVWLVDIRFDOIDFWRULQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSVWXGLHV*DQHVDQ0RUJDQ
	+XQW)RUH[DPSOH+HLGHGHOLQHDWHVWUXVWDVDQLQWHU-RUJDQL]DWLRQ
JRYHUQDQFHPHFKDQLVPWKDWLPSURYHVFRRSHUDWLRQDQGUHGXFHVRSSRUWXQLVPLQ
LQWHURUJDQL]DWLRQDOH[FKDQJH'RQH\&DQQRQDQG0XOOHQGHILQHLQWHURUJDQL]DWLRQDO
WUXVWDV«DVDZLOOLQJQHVVWRUHO\RQDQRWKHU SDUW\ DQGWRWDNHDFWLRQLQ
FLUFXPVWDQFHV ZKHUH VXFKDFWLRQPDNHVRQHYXOQHUDEOHWRWKH RWKHU SDUW\´SDJH0F(YLO\
HWDOVWDWHWKDWPXWXDOWUXVWFUHDWHVIDYRUDEOHFRQGLWLRQVIRUSDUWQHUVWRFRRSHUDWHDQG
JHQHUDWHLPSURYHGSHUIRUPDQFH([WDQWVWXGLHVHPSLULFDOO\YHULI\WKDWWUXVW-EDVHG
LQWHUQDWLRQDO%%UHODWLRQVKLSVHQMR\VXSHULRUUHODWLRQVKLSSHUIRUPDQFH=KDQJHWDO
&DYXVJLOHWDO.DWVLNHDVHWDO  
$OWKRXJKWKHLPSRUWDQFHRILQWHURUJDQL]DWLRQDOWUXVWLVZLGHO\DFNQRZOHGJHGWZR
TXHVWLRQVUHPDLQXQDQVZHUHG)LUVWWKHUROHRIWKHUHODWLRQVKLSGXUDWLRQLVXQFOHDU
&RQFHSWXDOZRUNVH[SORUHWKHUROHRIUHODWLRQVKLSGXUDWLRQLQWUXVWEXWGLIIHURQWKHTXHVWLRQ
RIZK\DQGKRZ)RUH[DPSOH'Z\HUHWDOSURSRVHDFRQFHSWXDOPRGHOWR
GLIIHUHQWLDWHEHWZHHQGLVFUHWHWUDQVDFWLRQVDQGUHODWLRQDOH[FKDQJHVVXJJHVWLQJWKDW
UHODWLRQVKLSGXUDWLRQWUDQVIRUPVHFRQRPLFWUDQVDFWLRQVLQWRVRFLDOH[FKDQJHV$QGHUVRQDQG
:HLW]SRVLWWKDWWKHDJHRIWKHUHODWLRQVKLSUHSUHVHQWVWKHOHYHORIELODWHUDOUHODWLRQVKLS
LQHUWLDLQUHSHDWHGLQWHUDFWLRQVWKDWVLJQLI\HVWDEOLVKHGFRPPXQLFDWLRQVDQGUHOLDEOHURXWLQHV
6LPLODUO\HPSLULFDOILQGLQJVDUHVLJQLILFDQWO\PL[HGHYHQDPRQJPHWD-DQDO\VLVVWXGLHV2QH
PHWD-DQDO\WLFDOVWXG\FRUURERUDWHVWKDWUHODWLRQVKLSGXUDWLRQIDLOVWRLQIOXHQFH
LQWHURUJDQL]DWLRQDOWUXVW3DOPDWLHUHWDOEXWDQRWKHUPHWD-DQDO\VLVVXJJHVWVWKH
UHODWLRQVKLSGXUDWLRQDXJPHQWVLQWHURUJDQL]DWLRQDOWUXVW=KRQJHWDO 
$VVHW6SHFLILFLW\  
$VVHWVSHFLILFLW\LVDFHQWUDOSLHFHLQ7&$,QSDUWLFXODUWKH7&$SRVLWVDVWURQJDQG
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SXUHO\FDOFXODWLYHYLHZRIWKHFRQFHSW3XWVLPSO\7&$FRQVLGHUVWKHGLIILFXOW\RI
UHGHSOR\PHQWRIDVVHWVRXWVLGHWKHUHODWLRQVKLSGXHWRVSHFLILFLW\7KHUHVXOWLQJORFN-LQ
FRQGLWLRQUHTXLUHVWKHVDIHJXDUGLQJFRQWURODQGSODFHVWKHLQYHVWLQJSDUW\LQDQXQIDYRUDEOH
SRVLWLRQ:LOOLDPVRQ%LODWHUDODVVHWVSHFLILFLW\ORFN-LQERWKWKHSDUWLHVLQWKH
UHODWLRQVKLSDQGUHGXFHWKHFRQFHUQRQRSSRUWXQLVPHJ*DQHVDQ3RSSRHWDO
7&$-EDVHGVWXGLHVLQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSHPSOR\WKHFDOFXODWLYHYLHZ
WKDWELODWHUDODVVHWVSHFLILFLW\VWDELOL]HVUHODWLRQVKLSE\FUHDWLQJD³PXWXDOKRVWDJH´FRQGLWLRQ
+HLGH6D9LQKDVDQG+HLGH  
7KLVDERYHYLHZRIDVVHWVSHFLILFLW\GUDZVFULWLFLVPDVDQXQGHU-VRFLDOL]HGH[SODQDWLRQ
7KHYRLGLQWKHH[SODQDWLRQWKHVFKRODUVDUJXHHPHUJHVIURPDVWDWLFIUDPHZRUNQHJOHFWLQJ
DWWLWXGHFKDQJHV&KLOHVDQG0F0DFNLQDVVXPSWLRQRIFDOFXODWLYHERXQGHGUDWLRQDOLW\
UHJDUGOHVVRIWKHUHODWLRQVKLSFRQWH[W*KRVKDODQG0RUDQ%DFKPDQQDQG=DKHHU
DQGDVWURQJDVVXPSWLRQRIEHKDYLRUDORSSRUWXQLVPDFURVVHDUO\DQGPDWXUH
UHODWLRQVKLSV5LQGIOHLVFKDQG+HLGH0RUHRYHUUHODWLRQVKLSVWDJHDQGFRQWLQJHQFLHV
RISDVWH[FKDQJHVDOWHUWKHVRFLDOPHDQLQJVWRWKHUHODWLRQVKLS-VSHFLILFLQYHVWPHQWVSHUFHLYHG
E\HDFKSDUW\&URSDQ]DQRDQG0LWFKHOO&RRNHWDO&URSDQ]DQRHWDO  
5HFRJQL]LQJWKHZDUQLQJVIURPH[WDQWUHVHDUFKZHGHSOR\DPRUHVRFLDOL]HGDQJOHWR
H[DPLQHWKH7&$IUDPHZRUNLQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ:DWKQHDQG+HLGH
0F(YLO\HWDO,QRXUYLHZWKH6(7LVDXVHIXOFRPSDQLRQWRVHUYHLQDXJPHQWLQJWKH
WKHRUHWLFDODUJXPHQWVRI7&$6(7VWXGLHVVXJJHVWWKDWDQ\IRUPRIELODWHUDOLQWHUDFWLRQLQ
WKHRQJRLQJµJLYH-DQG-WDNHSURFHVV¶FRQVWLWXWHVDVRFLDOH[FKDQJHSURFHVV%ODX
&URSDQ]DQRDQG0LWFKHOO&RRNHWDO$FFRUGLQJO\ZHLQYHVWLJDWHWKHXQGHUO\LQJ
VRFLDOH[FKDQJHSURFHVVZLWKLQELODWHUDODVVHWVSHFLILFLW\  
 
6RFLDO([FKDQJH7KHRU\  
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6RFLDO([FKDQJH7KHRU\6(7H[SORUHVVRFLDOLQWHUDFWLRQZLWKLQWKHH[FKDQJHSURFHVV
%ODX(PHUVRQ$VRQHRIWKHSURPLQHQWYLHZVLQLQWHURUJDQL]DWLRQDO
UHODWLRQVKLSV&URSDQ]DQR	0LWFKHOO6(7UHJDUGVWUXVWDVWKHFUXFLDOIDFWRUWKDW
VWDELOL]HVDUHODWLRQVKLSEHFDXVHWUXVWLQGXFHVSDUWQHUVWREHOHVVFDOFXODWLQJDQGPRUH
FROODERUDWLYHWRDFKLHYHPXWXDOJRDOV%ODX(PHUVRQ,QDJUHHPHQWZLWK=KRQJ
HWDOWKDW7&$DQG6(7FRXOGEHFRPSOHPHQWDU\SHUVSHFWLYHVLQXQGHUVWDQGLQJ
LQWHURUJDQL]DWLRQDOWUXVWWKLVUHVHDUFKSURYLGHVDIUHVKSHUVSHFWLYHE\LQWHJUDWLQJUHODWHG
UHVHDUFKVWUHDPV 
:HERUURZIURPWKH6(7WRVKHGOLJKWRQPXOWLSOHWKHRUHWLFDOSX]]OHV)LUVWZHSURSRVH
DPRGHOZKLFKHPSOR\VWKHFRQWLQJHQF\DSSURDFKWRH[DPLQHLQWHURUJDQL]DWLRQDO
WUXVW-EXLOGLQJ$FFRUGLQJWR6(7WUXVWFXOWLYDWLRQOLHVLQDQH[FKDQJHSURFHVVZKHUHERWK
SDUWQHUVIXOILOOWKHLUPXWXDOH[SHFWDWLRQVRQIRFDOQRUPVVXFKDVUHFLSURFLW\$IILUPLQJ
H[SHULHQFHVLQWXUQIRVWHUVWURQJHUUHFLSURFLW\H[SHFWDWLRQVDQGIXWXUHUHFLSURFDWLQJ
EHKDYLRUV&RRNHWDO:HDLPWRXQGHUVWDQGKRZWKHOLQNVEHWZHHQUHFLSURFDWLQJ
DFWLYLWLHVDQGWUXVWDUHGHSHQGHQWRQWKHUHODWLRQVKLSGXUDWLRQDVWKHVKDUHGEHOLHIVRI
UHFLSURFLW\QRUPVHYROYHWKURXJKWKHKLVWRU\RILQWHUDFWLRQV6(7DVVHUWVWKDWQRUPVLQD
FRQWLQXHGVRFLDOH[FKDQJHURRWGHHSHUDQGJHWVDQFWLRQHGRYHUWLPH%ODX&RRNHWDO
7KLVOHDUQLQJSURFHVVJUDGXDOO\UHLQIRUFHVWKHH[FKDQJHEHKDYLRUDQGDVWURQJHU
UHFLSURFDWLQJVWDQFH7KHUHIRUHWKH6(7RIIHUVDVRXQGEDVLVIRUWKHRUL]LQJGXUDWLRQDVD
FRQWLQJHQF\LQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ  
6HFRQGWKH6(7H[WHQGVRXUNQRZOHGJHE\LGHQWLI\LQJUHFLSURFLW\ZLWKLQELODWHUDODVVHW
VSHFLILFLW\7KH7&$H[SODQDWLRQVRIDVVHWVSHFLILFLW\DUHSXUHO\FDOFXODWLYHDQG
IRUZDUG-ORRNLQJ%DVHGRQ6(7WKH7&$UDWLRQDOHRYHUORRNVWKHH[FKDQJHSURFHVVLQWKH
G\QDPLFVRIUHODWLRQVKLS-VSHFLILFLQSXWVEHWZHHQSDUWLHV)RUH[DPSOH%ODXVWDWHV
³LQGLYLGXDOVDQGJURXSVDUHLQWHUHVWHGLQDWOHDVWPDLQWDLQLQJDEDODQFHEHWZHHQLQSXWVDQG
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RXWSXWVDQGVWD\LQJRXWRIGHEWVLQWKHLUVRFLDOLQWHUDFWLRQVKHQFHWKHVWUDLQWRZDUG
UHFLSURFLW\´%HFDXVHUHFLSURFLW\LVELODWHUDO6(7DVVHUWVWKDWWKHOHYHORIFRPSO\LQJZLWK
UHFLSURFLW\WRRQHSDUW\¶VUHODWLRQDOLQSXWVZRXOGGHSHQGRQWKHRWKHU¶VOHYHORIUHODWLRQDO
LQSXWV&RRNHWDO7KHUHIRUHZHLQWHJUDWH7&$DQG6(7SHUVSHFWLYHVRIIHULQJD
GLVFXVVLRQRILQKHUHQWVRFLDOPHDQLQJVDFURVVGLIIHUHQWVFHQDULRVZLWKLQELODWHUDODVVHW
VSHFLILFLW\WRDGGUHVVWKHQHJOHFWHGVRFLDOFRQWH[WXDOL]DWLRQLQ7&$ 
([WDQWVWXGLHVIURPRWKHUGLVFLSOLQHVVXSSRUWWKHLGHDRIXQGHUO\LQJUHFLSURFLW\ZLWKLQ
ELODWHUDODVVHWVSHFLILFLW\)RUH[DPSOHEHKDYLRUDOHFRQRPLVWVVXJJHVWWKDWJDPHSOD\HUV¶
UHFLSURFLW\H[SHFWDWLRQVGHHSHQDORQJDFFXPXODWHGSUDFWLFHRIELODWHUDOEHKDYLRULQUHSHDWHG
JDPHV'XIZHQEHUJDQG.LUFKVWHLJHU)DONDQG)LVFKEDFKHU(YLGHQFHIURP
EHKDYLRUDOHFRQRPLVWVVXJJHVWVWKDWUHFLSURFLWLHVFDQEHRSHUDWHGWKURXJKFHUWDLQVWUDWHJLF
LQWHUDFWLRQVEHWZHHQWZRHFRQRPLFVHFWRUV7KHLGHDWKDWUHFLSURFLW\ZRXOGEHVLJQLILHG
RSHUDWHGDQGSHUIRUPHGZLWKLQELODWHUDODVVHWVSHFLILFLW\LVDOVRPHQWLRQHGLQD
PHWD-DQDO\WLFDOUHYLHZRIUHODWLRQVKLSPDUNHWLQJVWXGLHV3DOPDWLHUHWDO$IWHUDQ
H[DPLQDWLRQLQWKHLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWOLWHUDWXUH3DOPDWLHUHWDO
VXJJHVW³LQWHJUDWLQJUHFLSURFLW\LQWRWKHUHODWLRQDO-PHGLDWLQJIUDPHZRUNPD\DOVR
H[SODLQWKHODUJHGLUHFWHIIHFWRIUHODWLRQVKLSLQYHVWPHQWRQSHUIRUPDQFHVXFKWKDWSHRSOH¶V
LQKHUHQWGHVLUHWRUHSD\µGHEWV¶JHQHUDWHGE\VHOOHUV¶LQYHVWPHQWVPD\OHDGWR
SHUIRUPDQFH-HQKDQFLQJEHKDYLRUVS´:HIROORZWKLVVXJJHVWLRQDQGHPSLULFDOO\
H[DPLQHKRZUHFLSURFLW\FDQEHVLJQLILHGRSHUDWHGDQGSHUIRUPHGZLWKLQLGLRV\QFUDWLF
ELODWHUDODVVHWVSHFLILFLW\  
)LQDOO\H[WHQGLQJWKH6(7OLWHUDWXUHZHLGHQWLI\FHUWDLQLQWHURUJDQL]DWLRQDODFWLYLWLHV
ZLWKLQWKHELODWHUDODVVHWVSHFLILFLW\WKDWIXOILOOUHFLSURFLWLHV&URSDQ]DQRHWDOUHYLHZ
WKH6(7WKHRUHWLFUHPHGLHVLQEXVLQHVVUHVHDUFKDQGLQGLFDWHWKDW6(7VFKRODUVHPSKDVL]H
KHGRQLFYDOXHEXWRYHUORRNWKHH[KLELWHGDFWLYLWLHV&URSDQ]DQRHWDOVXJJHVWIXWXUH
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6(7VWXGLHVVKRXOGIXUWKHUH[DPLQHKRZWKHLQLWLDWLQJDQGUHVSRQGLQJDFWLYLWLHVLQD
UHODWLRQVKLSVKDSHWKHSDUWLFLSDQWV¶DWWLWXGHDQGIXWXUHEHKDYLRUVSDJH,QUHVSRQVHWKH
SUHVHQWLQYHVWLJDWLRQLGHQWLILHVKRZVRFLDOQRUPVHYROYHWKURXJKH[KLELWHGDFWLYLWLHVWKH
ELODWHUDODVVHWVSHFLILFLW\LQRXUUHVHDUFKFRQWH[WDWWKHLQWHURUJDQL]DWLRQDOOHYHO 
5HFLSURFLW\7KH)RFDO1RUPLQ7UXVW-%XLOGLQJ 
5HFLSURFLW\LVDFULWLFDOHOHPHQWLQLQWHURUJDQL]DWLRQDOH[FKDQJHV'Z\HUHWDO
5RNNDQHWDO=KDQJHWDO%DJR]]LLGHQWLILHVUHFLSURFLW\DV³WKHFRUHRI
PDUNHWLQJUHODWLRQVKLSVS´3DOPDWLHUHWDOVXJJHVW³7KHFODVVLFPHGLDWLQJ
PRGHORIUHODWLRQVKLSPDUNHWLQJVKRXOGEHDGDSWHGWRLQFOXGHDOWHUQDWLYHPHGLDWHGSDWKZD\V
HJUHFLSURFLW\SLQ7DEOH´(PSLULFDOVWXGLHVDOVRH[DPLQHWKHYLUWXHRIUHFLSURFLW\
LQUHODWLRQVKLSPDUNHWLQJ'Z\HUHWDO+HLGHDQG-RKQ%HOORHWDO
+RSSQHUHWDO3DOPDWLHUHWDODGGUHVVWKHUROHRIFXVWRPHUJUDWLWXGHLQ
UHODWLRQVKLSPDUNHWLQJEDVHGRQWKHUDWLRQDOHRIUHFLSURFLW\2YHUDOOWKHLPSRUWDQFHRI
UHFLSURFLW\LQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWKDVEHHQZLGHO\DFNQRZOHGJHG 
,QWKHLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWDUHDUHFLSURFLW\LVJHQHUDOO\GHILQHG
DVDXQLGLPHQVLRQDOFRQFHSW+HLGHDQG-RKQ$XODNKHWDO*HQoWUNDQG$XODNK
3DVZDQHWDO&RQFHSWXDOL]DWLRQRIXQLGLPHQVLRQDOUHFLSURFLW\LQ
LQWHURUJDQL]DWLRQDOVWXGLHVUDQJHVIURPLQFUHDVLQJLQWHUGHSHQGHQFHVLQFROODERUDWLRQ'Z\HU
HWDOH[FKDQJHRIIDYRUVLQWKHPXWXDOJLYH-DQG-WDNHSURFHVV6HUYDHWDOWR
UHFLSURFDWLRQRIUHODWLRQDOEHQHILWV/LRXNDVDQG5HXHU  
7RUHVROYHLQFRQVLVWHQFLHVLQFRQFHSWXDOL]LQJUHFLSURFLW\LQWKHOLWHUDWXUHUHFHQWUHVHDUFK
UHJDUGVUHFLSURFLW\WREHDPXOWL-IDFHWHGFRQFHSWLQLQWHURUJDQL]DWLRQDOSDUWQHUVKLSV3HUYDQHW
DOLQYHVWLJDWHVDOHVUHODWLRQVKLSVLQLQGXVWULDOPDUNHWLQJDQGILQGWKDWUHFLSURFLW\
HYROYHVZLWKERWKSDUWQHU¶VFRPPXQLFDWLRQDIILUPLQJJRRGZLOODQGHTXLW\EDODQFHRIWKH
UHODWLRQVKLS+RSSQHUDQG*ULIILWKHPSLULFDOO\YHULI\WZRVXE-IDFHWVRIUHFLSURFLW\LQ
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WKHFRQWH[WRILQWHUQDWLRQDO%%UHODWLRQVKLSVLPPHGLDWHH[FKDQJHRIJRRGZLOODQGUHWXUQRI
IDYRUVLQHTXLYDOHQFH6ZlUGFRQGXFWVLQ-GHSWKLQWHUYLHZVDQGILQGVWKDW
LQWHURUJDQL]DWLRQDOWUXVWOLHVLQERWKVPDOODFWLRQVWKDWLQFUHPHQWDOO\FRQWULEXWHWRWKH
H[SUHVVLRQRIJRRGZLOODQGODUJHDFWLRQVWKDWVWURQJO\VLJQLI\DQGLQYRNHUHFLSURFDOUHDFWLRQV
IRUHTXLYDOHQFH 
$FFRUGLQJO\ZHIROORZ*RXOGQHU+RSSQHUDQG*ULIILWKDQG6ZlUG
H[DPLQLQJWZRIDFHWVRIUHFLSURFLW\LQELODWHUDODVVHWVSHFLILFLW\JRRGZLOODQG
HTXLYDOHQFH*RRGZLOOUHFLSURFLW\UHIHUVWRWKHH[FKDQJHDQGDIILUPDWLRQRIHDFKRWKHU¶V
JRRG-GHHGWRZDUGPXWXDO-LQWHUHVWPRWLYDWLRQVZKLFKLVHYDOXDWHGWKURXJKWKHPXWXDOO\
FRQWLQJHQWH[FKDQJHRIJUDWLILFDWLRQV(TXLYDOHQFHUHFLSURFLW\LVIXOILOOHGZKHQWKHOHYHORI
HIIRUWRUUHWXUQLVHTXLYDOHQWWRWKDWRIWKHSDUWQHU*RXOGQHU+RSSQHUDQG*ULIILWK
+RSSQHUHWDO 
3. 5HVHDUFK)UDPHZRUN	+\SRWKHVHV 
2XUFRQFHSWXDOIUDPHZRUNLVGHSLFWHGLQ)LJXUH$FKLHYLQJJRRGZLOOUHFLSURFLW\OLHV
LQWKHLQWHUGHSHQGHQWH[FKDQJHSURFHVVRQHSDUW\¶VUHFLSURFDWLQJDFWLRQZRXOGDOLJQZLWKWKH
RWKHU¶VSDVWDFWLRQ&RQWLQXLQJG\DGLFH[FKDQJHLVLQWHUGHSHQGHQWDQGFRQWLQJHQWRQWKH
SDUWQHU¶VJRRGZLOO  :KHQSHUFHLYLQJJRRGZLOOIURPWKHSDUWQHU¶VUHFLSURFDWLQJDFWLRQVDQ
H[FKDQJHSDUW\LVPRUHOLNHO\WRKDYHWKHKLJKHUOHYHORIWUXVWLQWKHUHODWLRQVKLS%ODX
&RRNHWDO+RPDQVVXJJHVWVWKDWWKHRSSRQHQW¶VUHVSRQGLQJDFWLRQVZLWK
UHFLSURFDWLQJJUDWLWXGHFRXOGEHYLHZHGDVDVRFLDOUHZDUGWKDWEULQJVWKHVHQVHRIVDWLVIDFWLRQ
DQGUHOLDELOLW\WRWKHUHODWLRQVKLS%ODXVSHFLILHVWKDWVXFKH[FKDQJHVVHFXUHWKH
UHODWLRQVKLSZLWKPRUHSUHGLFWDELOLW\WRZDUGWKHIXWXUHDQGUHODWLRQDOIDFWRUVUHODWHGWR
ORQJ-WHUPRULHQWHGDWWLWXGHVVXFKDVWUXVWFRPPLWPHQWDQGOR\DOW\ZRXOGHYROYHWKURXJKWKH
VRFLDOUHZDUGLQJSURFHVV0RUHUHFHQW6(7VWXGLHVYHULI\WKDWWKHLQWHUDFWLYHSURFHVVRI
H[FKDQJLQJJRRGZLOOLVWKHPLFUR-IRXQGDWLRQRIIRUPLQJVRFLDOH[FKDQJHV5DRHWDO
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0ROPHWDO7KHJRRGZLOOH[FKDQJHVSURYLGHWKHODVWLQJPRPHQWXPLQEXLOGLQJWUXVW
LQRQJRLQJUHODWLRQVKLSV7KHUHIRUHZHSURSRVH  
+\SRWKHVLV$FKLHYLQJJRRGZLOOUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\HQKDQFHV
WUXVWLQLQWHUQDWLRQDO%%SDUWQHUVKLSV 
,Q6(7WKHFRQFHSWRIHTXLYDOHQFHVXJJHVWVWKDWWKHGLVWULEXWLRQRIHIIRUWLV
DSSUR[LPDWHO\HTXLYDOHQWEHWZHHQWKHSDUWLFLSDQWV&RRNHWDO)ROORZLQJ6(7ZH
VXJJHVWWKDWEUHDFKLQJHTXLYDOHQFHUHFLSURFLW\KDUPVWKHSDUWLFLSDQW¶VWUXVWVLQFHHTXLYDOHQFH
UHFLSURFLW\LPSOLHVUHOLDELOLW\DQGVWDELOLW\RIWKHH[FKDQJH*RXOGQHU+RSSQHUHWDO
6ZlUG%DVHGRQ6(7HTXLYDOHQFHLVFUXFLDOLQVXVWDLQLQJORQJ-WHUP
UHODWLRQVKLSVDVLWVLJQLILHVDEDODQFHGVWUXFWXUHEHWZHHQSDUWLFLSDQWVWKDWQHLWKHUSDUWLFLSDQW
SHUFHLYHVEHLQJXQIDLUO\H[SORLWHG(PHUVRQ9LRODWLQJHTXLYDOHQFHUHFLSURFLW\VHQGV
RXWQHJDWLYHVLJQDOV$QLPEDODQFHGVWUXFWXUHFUHDWHVXQFHUWDLQW\DERXWORQJ-WHUP
VXVWDLQDELOLW\7KHSDUWQHUEHLQJH[SORLWHGPD\VHHNRXWDOWHUQDWLYHUHODWLRQVKLSVLIDYDLODEOH
%ODX1RWDGKHULQJWRHTXLYDOHQFHUHFLSURFLW\UHIOHFWVLQVWDELOLW\ODFNRISUHGLFWDELOLW\
DQGFUHDWHVJUHDWHUYXOQHUDELOLW\IRUHDFKSDUWLFLSDQW+RSSQHUDQG*ULIILWK+RSSQHUHW
DO7KLVVLJQDOVXQSUHGLFWDELOLW\RQDSDUWQHUILUP¶VIXWXUHVWUDWHJLHVDQGWKXV
XQGHUPLQHVWUXVW&RRNHWDO7KHUHIRUHZHSURSRVH 
+\SRWKHVLV9LRODWLQJHTXLYDOHQFHUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\KDUPV
WUXVWLQLQWHUQDWLRQDO%%SDUWQHUVKLSV 
:HDVVHUWWKDWWKHLPSRUWDQFHRIUHFLSURFLW\RQWUXVWEHFRPHVPRUHSURPLQHQWRYHUWKH
UHODWLRQVKLSGXUDWLRQ6(7VXJJHVWVWKDWUHFLSURFLW\QRUPVFDQEHPRUHXQGHUVWRRG
LQWHUQDOL]HGDQGHPSKDVL]HGLQORQJHUUHODWLRQVKLSVDPSOLI\LQJWKHLPSDFWRIUHFLSURFLW\RQ
WUXVW,QDFFRUGDQFHZLWK+RPDQVUHFLSURFLW\UHTXLUHVDJHQHUDOL]HGH[FKDQJHZKHUH
HTXLYDOHQWUHWXUQVDUHQRWQHFHVVDULO\LPPHGLDWHEXWRYHUWLPHDEDODQFHRIH[FKDQJHPXVW
EHDFKLHYHG$FFRUGLQJO\WUXVWDFFUXHVDVWKHUHODWLRQVKLSHYROYHV7KHUHFLSURFDWLQJSURFHVV
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FDQFUHDWHDVHOI-UHLQIRUFLQJF\FOHDVWKHQRUPRIUHFLSURFLW\EHFRPHVPRUHDFFHSWHG
HVWDEOLVKHGDQGLQWHUQDOL]HG$VVXFKHDFKSDUWQHUGHPDQGVPRUHUHFLSURFDWHGHIIRUWVLQWKH
UHODWLRQVKLS7KDWLVKLJKHUH[SHFWDWLRQVHYROYHDIWHUERWKSDUWLHVKDYHFRRSHUDWHGDQG
DWWDLQHGPXWXDOUHOLDQFH+HQFHZHFRQWHQGWKDWERWKJRRGZLOODQGHTXLYDOHQFHUHFLSURFLW\
ZLWKLQELODWHUDODVVHWVSHFLILFLW\EHFRPHPRUHVDOLHQWLQPDWXUHLQWHURUJDQL]DWLRQDO
UHODWLRQVKLSV%HFDXVHUHODWLRQVKLSGXUDWLRQLPSOLHVKLJKHUPXWXDOH[SHFWDWLRQVRQUHFLSURFLW\
UHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\WKDWDFKLHYHRUYLRODWHWKHQRUPZRXOGEHFRPH
PRUHLPSDFWIXORQWUXVWRYHUWKHUHODWLRQVKLSGXUDWLRQ7KXVZHSURSRVH 
+\SRWKHVLVD$FKLHYLQJJRRGZLOOUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\PRUH
VWURQJO\HQKDQFHVWUXVWRYHUWKHGXUDWLRQRILQWHUQDWLRQDO%%SDUWQHUVKLSV 
 
+\SRWKHVLVE  9LRODWLQJHTXLYDOHQFHUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\PRUH
VHYHUHO\KDUPVWUXVWRYHUWKHGXUDWLRQRILQWHUQDWLRQDO%%SDUWQHUVKLSV 
,QKDUPRQ\ZLWKWKHH[WDQWOLWHUDWXUHZHFRQWHQGWKDWLQWHURUJDQL]DWLRQDOWUXVWHQKDQFHV
UHODWLRQVKLSSHUIRUPDQFHLQLQWHUQDWLRQDOSDUWQHUVKLSV'HOEXIDOR=KRQJHWDO
5HODWLRQVKLSSHUIRUPDQFHUHIHUVWRWKHHIIHFWLYHQHVVDQGHIILFDF\RIWKHFROODERUDWLYH
UHODWLRQVKLS6HOQHVDQG6DOOLV.DWVLNHDVHWDO.DWVLNHDVHWDO7UXVW
HQDEOHVVPRRWKELODWHUDOFRPPXQLFDWLRQDQGFRRUGLQDWLRQWKDWPD[LPL]HWKHUHODWLRQVKLS¶V
SRWHQWLDO(PSLULFDOVWXGLHVKDYHGHPRQVWUDWHGWKDWLQWHUQDWLRQDOWUXVW-EDVHG%%
UHODWLRQVKLSVOHDGWREHWWHUUHODWLRQDOSHUIRUPDQFHWKURXJKIRUPLQJDQGUHVKDSLQJORQJ-WHUP
RULHQWHGEHKDYLRUVDQGDWWLWXGHV&KLRXDQG'URJH=DKHHUDQG=DKHHU.DWVLNHDV
HWDO7UXVWEULQJVEHQHILFLDOHIIHFWVLQLQWHURUJDQL]DWLRQDOFROODERUDWLRQVXFKDV
LQIRUPDWLRQVKDULQJ%DFKPDQQDQG=DKHHUDQGIHZHUFRQFHUQVIRURSSRUWXQLVP'\HU
%DVHGRQWKHVHDUJXPHQWVZHSURSRVH 
+\SRWKHVLV7UXVWLQLQWHUQDWLRQDO%%SDUWQHUVKLSVHQKDQFHVUHODWLRQVKLS
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SHUIRUPDQFH 
------,QVHUW)LJXUH$ERXW+HUH----- 
4. 0HWKRG  
0HDVXULQJ*RRGZLOODQG(TXLYDOHQFH5HFLSURFLW\ZLWKLQ%LODWHUDO$VVHW6SHFLILFLW\ 
7KUHHWKHRUHWLFDODQGWHFKQLFDOUHDVRQVVXSSRUWRXUGHFLVLRQWRPHDVXUHUHFLSURFLW\LQ
ELODWHUDODVVHWVSHFLILFLW\)LUVWUHVSRQGLQJWRFULWLTXHVRI7&$*UDQRYHWWHU*KRVKDO
DQG0RUDQ=KRQJHWDOWKLVVWXG\GLUHFWO\H[DPLQHVUHFLSURFLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\6HFRQGVWXGLHVLQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWVKDUHWKH
FRQYHQWLRQRIXVLQJELODWHUDODVVHWVSHFLILFLW\WRPHDVXUHDYDULHW\RIIRFDOFRQVWUXFWVLQ6(7
VXFKDVDFFXPXODWHGLQYHVWHGFRVWVLQDUHODWLRQVKLS*XODWLDQG1LFNHUVRQOHYHORI
HPEHGGHGQHVV*XODWLDQG6\WFKDQGSRZHUVWUXFWXUH0F(YLO\HWDO2XU
DQDO\VLVDOLJQVZLWKSUHYLRXV6(7VWXGLHVDQGSURSRVHVWKHPHDQLQJRIUHFLSURFLW\ZLWKLQ
ELODWHUDODVVHWVSHFLILFLW\)LQDOO\RXUPHDVXUHPHQWGHVLJQLVZLGHO\XVHGDQGYHULILHGLQ
RWKHUZHOO-HVWDEOLVKHGVWXGLHVVHH+HDQG:RQJ2¶5HLOO\DQG7XVKPDQDQG
/LDQG+XDQJLQGLFDWLQJWKHPHWKRGRORJLFDOUREXVWQHVVRIRXUFRQVWUXFW
RSHUDWLRQDOL]DWLRQ$VVXFKZHLQYHVWLJDWHKRZELODWHUDODVVHWVSHFLILFLW\FRPPXQLFDWHV
JRRGZLOOUHFLSURFLW\DQGHTXLYDOHQFHUHFLSURFLW\$QRYHUYLHZRIUHFLSURFLW\HOHPHQWVLV
SUHVHQWHGLQ7DEOH  
------,QVHUW7DEOHDERXWKHUH----- 
,QRXUPRGHOZHHPSOR\WKHLQWHUDFWLRQ-WHUPEHWZHHQEX\HUDQGVHOOHU¶VDVVHW
VSHFLILFLW\WRPHDVXUHJRRGZLOOUHFLSURFLW\,QWHUDFWLRQ-WHUPPHDVXUHVKRZWKHLPSDFWRIRQH
LQGHSHQGHQWYDULDEOHRQWKHGHSHQGHQWYDULDEOHLVFRQWLQJHQWRQWKHPRGHUDWRU+DLUHWDO
$VGLVFXVVHGJRRGZLOOUHFLSURFLW\LVELODWHUDO,WUHIHUVWRWKHH[FKDQJHDQG
DIILUPDWLRQRIHDFKRWKHU¶VJRRG-GHHGWKURXJKWKHPXWXDOO\FRQWLQJHQWLQWHUDFWLRQRI
JUDWLILFDWLRQV:KHQWKHEX\HUKDVLQYHVWHGDVVHWVSHFLILFLW\DQGWKHVHOOHUUHFLSURFDWHVZLWK
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FRUUHVSRQGLQJDVVHWVSHFLILFLW\FRPPLWPHQWVWKHEX\HUZRXOGSHUFHLYHJRRGZLOOLQWKH
VHOOHU¶VFRPSOLDQFHZLWKUHFLSURFLW\WRUHLQIRUFHWUXVW7KHUHIRUHWKHEX\HU¶VDVVHWVSHFLILFLW\
LQYHVWPHQWLVDVVRFLDWHGZLWKWKHSHUFHLYHGJRRGZLOORIWKHVHOOHU$FFRUGLQJO\ZHPHDVXUH
WKHLQWHUDFWLRQWHUPVEHWZHHQWKHEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\WRHYDOXDWHJRRGZLOO
UHFLSURFLW\(PSLULFDOVWXGLHVRIIHUUHDVRQDEOHVXSSRUWIRUWKHRSHUDWLRQDOL]DWLRQ-DSDQG
*DQHVDQFRQFHSWXDOL]HWKHLQWHUDFWLRQEHWZHHQELODWHUDODVVHWVSHFLILFLW\DVUHFLSURFDO
DFWLRQVWKDWIDFLOLWDWHFRPPLWPHQWLQD%%UHODWLRQVKLSDe Vita et al. (2010) mention that 
bilateral investments (interaction-term) can be regarded as a credible signal of self-enforcing 
commitment in an exchange relationship. 
7&(-EDVHGUHODWLRQVKLSPDUNHWLQJVWXGLHVHPSOR\WKHLQWHUDFWLRQ-WHUPEHWZHHQEX\HU
DQGVHOOHU¶VDVVHWVSHFLILFLW\WRPHDVXUHWKHUHODWLRQVKLSVWDELOLW\FUHDWHGE\³PXWXDOKRVWDJH´
FRQGLWLRQ$UW]-RVKLDQG6WXPS:LOOLDPVRQVXJJHVWVPXWXDO
LQYHVWPHQWVRIELODWHUDODVVHWVSHFLILFLW\DVDQDOWHUQDWLYHVDIHJXDUGLQJPHFKDQLVPWR
KLHUDUFK\FRQWURO+RZHYHUIROORZ-XSHPSLULFDOVWXGLHVHPSOR\WKHLQWHUDFWLRQ-WHUPEHWZHHQ
EX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\WRPHDVXUH³PXWXDOKRVWDJH´FRQGLWLRQGRQRWILQG
FRQVLVWHQWHPSLULFDOVXSSRUW$UW]ILQGVWKDWWKHLQWHUDFWLRQ-WHUPRIELODWHUDODVVHW
VSHFLILFLW\GRHVQRWVLJQLILFDQWO\LQFUHDVHUHODWLRQVKLSSHUIRUPDQFH-RVKLDQG6WXPS
UHSRUWLQWHUDFWLRQ-WHUPRIELODWHUDODVVHWVSHFLILFLW\HYHQXQGHUPLQHVMRLQWDFWLRQV  
&RPPHQWLQJRQWKHLQVLJQLILFDQFHRISURSRVHGUHFLSURFDODVVHWVSHFLILFLW\RQ
SHUIRUPDQFH$UW]FRPPHQWV³«LWPD\EHWKDWFHUWDLQJRYHUQDQFHPHFKDQLVPVHJ
UHODWLRQDOQRUPVFDQHIIHFWLYHO\PRGHUDWHWKHLPSDFWRIWKHVHIDFWRUVWKHUHE\DOORZLQJ
LQWHUILUPH[FKDQJHVWRFRQWLQXHSDJH´5HVSRQGLQJWRWKHFDOOZHWHVWLI\WKHXQGHUO\LQJ
VRFLDOH[FKDQJHVZLWKLQELODWHUDODVVHWVSHFLILFLW\WKDWSHUIRUPVUHFLSURFLW\5HJDUGLQJWKH
LQWHUDFWLRQ-WHUPEHWZHHQELODWHUDODVVHWVSHFLILFLW\RXUIUDPHZRUNVXJJHVWVWKDW6(7-EDVHG
H[SODQDWLRQRIUHFLSURFLW\LVDPRUHUREXVWFRQFHSWXDOL]DWLRQWKDQWKH7&$-EDVHGORJLFRI
17 
 
PXWXDOKRVWDJH7KHUHDVRQLVWKDWZHLGHQWLI\WUXVWDVWKHIRFDOPHGLDWRUWKDWFRQQHFWVWKH
LQWHUDFWLRQ-WHUPRIELODWHUDODVVHWVSHFLILFLW\ZLWKUHODWLRQVKLSSHUIRUPDQFH$V%ODX
VWDWHV´RQO\VRFLDOH[FKDQJHWHQGVWRHQJHQGHUIHHOLQJVRISHUVRQDOREOLJDWLRQVJUDWLWXGHDQG
WUXVWSXUHO\HFRQRPLFH[FKDQJHDVVXFKGRHVQRW´2XULGHQWLILFDWLRQRIWKHWUXVWPHGLDWRU
VXSSRUWVWKHXQGHUO\LQJVRFLDOH[FKDQJHVDQGH[SODLQVWKHXQVXSSRUWHGK\SRWKHVHVSUHVHQWHG
E\7&$-EDVHGLQYHVWLJDWLRQV$UW]-RVKLDQG6WXPS 
7KHSURSRVHGPRGHODOVRFRQVLGHUVWKHHIIHFWRIHTXLYDOHQFHUHFLSURFLW\WKURXJK
REVHUYLQJWKHLQHTXDOLW\EHWZHHQWKHEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\7RPHDVXUH
LQHTXDOLW\ZHDGRSWDEVROXWHGLIIHUHQFHZKLFKLVDQDGHTXDWHPHDVXUHWRFDSWXUHWKHOHYHORI
LQHTXDOLW\EHWZHHQWZRYDULDEOHV+HDQG:RQJ6(7KDVWZRH[SODQDWLRQVUHJDUGLQJ
LQHTXDOLW\LQELODWHUDOUHODWLRQVKLSFRQWULEXWLRQV2QHLVWKDWWKHPRUHGRPLQDQWSDUWQHUXVHV
LWVSRZHUDGYDQWDJHWRGHPDQGWKHRSSRQHQWVDFULILFHXQLODWHUDOFRQWULEXWLRQVDQGWDNH
DGYDQWDJHRIWKHRSSRQHQW¶VH[FHVVLYHHIIRUWV(PHUVRQ(EHUVDQG6HPUDX
%HFDXVHSRZHUVWUXFWXUHLVFRQWUROOHGLQRXUPRGHOZHEHOLHYHLQHTXDOLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\UHIOHFWVWKHRWKHU6(7H[SODQDWLRQWKDWSDUWLFLSDQWVIDLOWRIXOILOOWKHQRUPRI
HTXLYDOHQFH&URSDQ]DQR	0LWFKHOO:HMXVWLI\WKLVFRQFOXVLRQQRWLQJWKDWDQ\
GLVWRUWLRQLQELODWHUDODVVHWVSHFLILFFRQWULEXWLRQVZLOOLPSHGHWKHWUXVWEHWZHHQWKHSDUWLHV
LQYROYHG 
6FDOHV	0HDVXUHPHQWV 
:HHPSOR\HGVFDOHVHVWDEOLVKHGLQWKHOLWHUDWXUH  $GGLWLRQDOO\PRGLILHGVFDOHVDUH
HPSOR\HGWRDFFRPPRGDWHWRDGGUHVVWKHQHHGVRIRXUPRGHO$OOVFDOHVDUHOLVWHGLQWKH
$SSHQGL[7KHPHDVXUHPHQWRIWKHVXSSOLHUDQGEX\HU¶VDVVHWVSHFLILFLW\LVDGDSWHGIURP
.DWVLNHDVHWDO+HLGHDQG-RKQ5RNNDQHWDO7KHVFDOHIRUWUXVWLV
DGDSWHGIURP'RQH\DQG&DQQRQ7KHUHODWLRQVKLSSHUIRUPDQFHFRQVWUXFWLVPRGLILHG
IURP6HOQHVDQG6DOOLV&RQWUROYDULDEOHVLQFOXGHLQGXVWU\ILUPDJHILUPVL]H
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GHSHQGHQFHFRQWDFWIUHTXHQFLHVDQGSV\FKLFGLVWDQFHEHWZHHQWKHEX\HUDQGVHOOHU  
7RFDSWXUHWKHHIIHFWRIFURVV-QDWLRQDOYDULDWLRQZHXVHSV\FKLFGLVWDQFHDVDVXEMHFWLYH
PHDVXUHRIGLVVLPLODULW\EHWZHHQWKHLQWHUQDWLRQDOEX\HUDQGVHOOHULQWKHFRQWH[WRIFXOWXUH
ODQJXDJHDQGOHJDOV\VWHPV-RKDQVRQDQG9DKOQH3V\FKLFGLVWDQFHLVD
ZHOO-GHYHORSHGFRQFHSWLQWKHLQWHUQDWLRQDOEXVLQHVVOLWHUDWXUH,WUHIHUVWR³WKHVXPRIIDFWRUV
SUHYHQWLQJWKHIORZRILQIRUPDWLRQIURPDQGWRWKHPDUNHW´-RKDQVRQDQG9DKOQH
$OVRZHFRQWHQGWKDWXVLQJDVHOI-UHSRUWHGPHDVXUHEHWWHUILWVWKHDVVHUWLRQVRIWKH6(7
6RFLDO([FKDQJH7KHRU\VXJJHVWVWKDWLQWHUSUHWDWLRQVRIWKHVRFLDOVLJQDOVDUHVXEMHFWLYH
%ODX8VLQJVHOI-UHSRUWHGSV\FKLFGLVWDQFHPHDVXUHVDSSURSULDWHO\FRQWUROVWKH
UHVSRQGHQW¶VVXEMHFWLYHDZDUHQHVVRIFURVV-QDWLRQDOGLIIHUHQFHVEHWWHUDOLJQLQJZLWKWKH6(7
)LQDOO\SV\FKLFGLVWDQFHDOORZVXVWRFDSWXUHWKHRYHUDOOLQIOXHQFHVFDXVHGE\FURVV-QDWLRQDO
GLIIHUHQFHV.DWVLNHDVHWDO2EDGLDHWDO 
$OLJQLQJZLWKWKHLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWOLWHUDWXUHZHIROORZWKH
GHILQLWLRQSURSRVHGE\'RQH\DQG&DQQRQDQGDUJXHLQWHURUJDQL]DWLRQDOWUXVWDV³WKH
SHUFHLYHGFUHGLELOLW\DQGEHQHYROHQFHRIDWDUJHWRIWUXVW´S,QDFFRUGDQFHZLWKDUHYLHZ
DUWLFOHRQLQWHURUJDQL]DWLRQDOWUXVWPHDVXUHV6HSSlQHQHWDOWKLVLVRQHRIWKHPRVWO\
XVHGGHILQLWLRQVLQWKHLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQWOLWHUDWXUH 
7RUXOHRXWDOWHUQDWLYHH[SODQDWLRQVRWKHUWKDQUHFLSURFLW\LQWUXVW-EXLOGLQJZHFDSWXUH
DQGFRQWUROWKHHIIHFWRIWKHSRZHUVWUXFWXUHLQHDFKLQWHURUJDQL]DWLRQDOUHODWLRQVKLS
6SHFLILFDOO\WKH6(7VXJJHVWVWKDWSRZHUVWUXFWXUHLVDQDOWHUQDWLYHPRWLYHGULYLQJHDFK
SDUWLFLSDQW¶VUHODWLRQVKLS-VSHFLILFLQYHVWPHQWV%ODXDQGGHSHQGHQFHLPEDODQFHVLQ
HDFKUHODWLRQVKLSLVDVWURQJSUR[\IRUSRZHUVWUXFWXUH(PHUVRQ7KXVZHFRQWUROWKH
OHYHORIGHSHQGHQFLHVWRDGGUHVVWKHHIIHFWRIRXUIRFXVHGUHFLSURFLW\QRUP  
7RFKHFNIRUFRPPRQPHWKRGYDULDQFH&09ZHHPSOR\HGWKH&)$PDUNHUDSSURDFK
7KHVXEMHFWVDUHTXHVWLRQHGDERXWWKHLUSHUFHLYHGJRDOLPSRUWDQFHLQDWWHQGLQJWUDGHVKRZV
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ZLWKLWHPVDGDSWHGIURP*RGDUDQG2
&RQQRU&)$PDUNHUWHFKQLTXHUHTXLUHVD
PDUNHUYDULDEOHWKDWLVWKHRUHWLFDOO\XQUHODWHGWRWKHIRFDOYDULDEOHVIRUZKLFKLWVH[SHFWHG
FRUUHODWLRQZLWKWKHIRFDOYDULDEOHVLV]HUR/LQGHOODQG:KLWQH\$IWHUFRQVXOWLQJZLWK
WZRNQRZOHGJHDEOHVFKRODUVZHFRQFOXGHWKDWWKHSURSRVHG&)$PDUNHUWKHEX\HUV¶JRDOVRI
DWWHQGLQJWKHWUDGHVKRZKDVQRFRQIRXQGLQJHIIHFWRQRXUVWXG\  
2YHUDOODOOLWHPVXVHGZHUHUHYLHZHGE\WZRH[SHUWDFDGHPLFVDVZHOODVWZR
H[SHULHQFHGSUDFWLWLRQHUVWRFKHFNIRUIDFHYDOLGLW\LQWKLVVSHFLILFUHVHDUFKFRQWH[W 
'DWDDQG5HVHDUFK6XEMHFWV 
7KHSUHVHQWVWXG\HPSOR\V6(7WRDQDO\]HDUHODWLRQVKLSZLWKWKHXQLODWHUDOIRFXVRQWKH
EX\HU¶VYLHZSRLQW$XQLODWHUDOGDWDFROOHFWLRQLVFDUULHGRXW7KHUHDUHWZRUHDVRQVIRUWKH
UHVHDUFKGHVLJQ)LUVWDXQLODWHUDOIRFXVDOORZVXVWRVLPSOLI\WKHUHFLSURFLW\LQWHUSUHWDWLRQV
$OWKRXJKDQH[FKDQJHLVHPEHGGHGZLWKLQWKHG\DG6(7DVVHVVHVWKHUROHRILQWHUSUHWDWLRQ
RIVRFLDORXWFRPHVLHVRFLDOUHZDUGPLQXVVRFLDOFRVWDVDGHWHUPLQDQWRIQRUPFRPSOLDQFH
DQGSHUFHLYHGUHODWLRQDOERQG%ODX*UDQRYHWWHU+ROPHV)RURXU
UHVHDUFKFRQVLGHULQJLQWHUSUHWDWLRQVIURPERWKELODWHUDOVLGHVPD\UHTXLUHPDVVLYHFRQWUROV
RQRWKHUXQUHODWHGLVVXHVEHWZHHQWKHG\DGVXFKDVPLVDOLJQPHQWVLQSHUFHSWLRQVFDXVHGE\
LQIRUPDWLRQDV\PPHWU\$VDSLRQHHUVWXG\LQYHVWLJDWLQJVRFLRORJLFDOPHDQLQJVXQGHUO\LQJ
DVVHWVSHFLILFLW\ZHFRQWHQGWKDWDXQLODWHUDOIRFXVRQWKHEX\HU¶VVLGHDYRLGVH[FHVVLYH
DPELJXLW\7KHUHIRUHDXQLODWHUDOIRFXVRQWKHEX\HU¶VSHUVSHFWLYHILWVRXUUHVHDUFKSXUSRVH
LQDGGUHVVLQJWKHFRQWH[WXDOPHDQLQJRIDVVHWVSHFLILFLW\  
6HFRQGUHFLSURFLW\LQVRFLDOH[FKDQJHVLVW\SLFDOO\EDVHGRQVXEMHFWLYHDVVHVVPHQWV
%HIRUHUHFLSURFDWLQJDSDUWQHUPXVWVHQVHUHDGDQGLQWHUSUHWWKHRWKHUVLGH¶VDFWLRQV7KH
HIIHFWLYHQHVVRIWKLVSURFHVVGHSHQGVRQWKHUHFHLYHU¶VYLVFHUDOLQWHUSUHWDWLRQVRIVXFKDFWLRQV
%ODX+ROPHV7KHSURSRVHGHPSLULFDODQDO\VLVEDVHGRQSULPDU\GDWDLV
FRQVLVWHQWZLWKWKHWHQHWVRI6(72YHUDOODXQLODWHUDOIRFXVFRQFXUVZLWKWKH6(7LQ
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SURYLGLQJDFRPSHOOLQJDQDO\VLV 
5HVHDUFK6XEMHFWV7KHGDWDXVHGLQWKLVLQYHVWLJDWLRQLVIURPDODUJH-VFDOHVXUYH\RI
VHQLRUSURFXUHPHQWH[HFXWLYHVUHSUHVHQWLQJLQWHUQDWLRQDOEX\HUVLQWKHJOREDOHOHFWURQLFV
LQGXVWU\7KHVDPSOLQJVFRSHLQFOXGHVYHU\GLIIHUHQWFRPSDQLHVZLWKRXWSDUWLFXODUIRFXVRQ
UHJLRQRUFRXQWU\,QWKHHOHFWURQLF2(0±VXSSOLHUFRQWH[WEX\HUVKDYHDOWHUQDWLYHRSWLRQVWR
SDUWQHUXSZLWKGLIIHUHQWVHOOHUV.DQJHWDO-HDQHWDO7KLVLVLPSRUWDQWEHFDXVH
WKH6(7DVVXPHVWKDWSDUWQHUVKROGWKHGLVFUHWLRQRIFKRRVLQJDOWHUQDWLYHSDUWQHUVKLSV
(PHUVRQ,QDGGLWLRQWKHHOHFWURQLFVLQGXVWU\LVQRWLPPXQHWRKLJK
XQFHUWDLQW\DQGULVN)LUPVLQWKLVLQGXVWU\PXVWOHDUQWRFRSHZLWKVKRUWSURGXFWOLIHF\FOHV
WHFKQRORJLFDOXQFHUWDLQW\DQGGLIILFXOWLHVLQQHJRWLDWLRQVIRUEHWWHUPDUJLQV%XVLQHVVF\FOHV
LQWKHHOHFWURQLFVLQGXVWU\PDWXUHIDVWPDNLQJLWDVXLWDEOHLQGXVWU\WRH[DPLQHUHODWLRQVKLS
GHYHORSPHQW$VVXFKWKHJOREDOHOHFWURQLFVLQGXVWU\LVDQLGHDOFKRLFHIRUWKHSUHVHQW
LQYHVWLJDWLRQ  
7RDFFHVVWKHVHQLRUSURFXUHPHQWH[HFXWLYHVRIEX\HUILUPVLQWKHHOHFWURQLFVLQGXVWU\
WKHVDPSOLQJIUDPHFRPSULVHGRIUHJLVWHUHGEX\HUVLQWKHDQQXDOFRQYHQWLRQRI&RPSXWH[
7DLSHL7KLVHYHQWLV$VLD¶VODUJHVWDQGWKHZRUOG¶VVHFRQG-ODUJHVW,&7,QIRUPDWLRQDQG
&RPPXQLFDWLRQV7HFKQRORJ\WUDGHVKRZ7KHHYHQWDWWUDFWVDODUJHFURVV-VHFWLRQRIVHQLRU
SURFXUHPHQWH[HFXWLYHVLQWKHLQGXVWU\,WLVDPHHWLQJSODFHIRUPDQXIDFWXUHUVRIQRWHERRNV
WDEOHW3&VPRWKHUERDUGVVHUYHUVZDIHU2(0V/&'PRQLWRUV:/$1:LUHOHVV/RFDO$UHD
1HWZRUNDQG31'3RUWDEOH1DYLJDWLRQ'HYLFHV6LQFH&RPSXWH[7DLSHLKDVFRPHWR
EHNQRZQDVDQHOLWHJDWKHULQJRILQQRYDWRUVDQGHQWUHSUHQHXUVZKRVKRZFDVHWKHPRVW
DGYDQFHGDQGLQQRYDWLYH,&7SURGXFWV$VVXFKWKLVWUDGHVKRZSURYLGHVDQLGHDOYHQXHIRU
ERWKDZLGHVSHFWUXPRIVXEMHFWVDQGJDLQLQJDFFHVVWRHOHFWURQLFVLQGXVWU\VHQLRUH[HFXWLYHV 
:HUDQGRPO\VHOHFWHGFDVHVDPRQJWKHEX\HUILUPVUHJLVWHUHGLQ&RPSXWH[
([HFXWLYHVDWHDFKILUPZHUHFRQWDFWHGDQGDVNHGZKHWKHUWKH\ZRXOGEHZLOOLQJWR
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SDUWLFLSDWHLQWKHVXUYH\$IWHUHOLPLQDWLQJLQYDOLGFDVHVFRPSOHWHVXUYH\GDWDZHUHVHFXUHG
IURPUHVSRQGHQWV7KHILQDOUHVSRQVHUDWHZDVSHUFHQW7KHFRXQWULHVRIRULJLQIRU
WKHEX\HUVDQGVHOOHUVDUHVXPPDUL]HGLQ7DEOH$ULFKYDULHW\RIVXE-LQGXVWULHVDUH
UHSUHVHQWHGVRIWZDUH,7HOHFWURQLFVFKHPLFDOV
WHOHFRPPXQLFDWLRQVHQJLQHHULQJDQGRWKHUVSHUFHQW5HVSRQGHQWVDUH
RZQHUVWRSPDQDJHUVLQFOXGLQJ&(2V&)2V&02VDQGWKHOLNHPLGGOH
PDQDJHUVSXUFKDVLQJDQGVDOHVDFFRXQWPDQDJHUVIURPJOREDOEX\HU
FRPSDQLHV7KHDYHUDJHWHQXUH\HDUVRIVHUYLFHRIUHVSRQGHQWVLV\HDUV(DFKLQIRUPDQW
ZDVDVNHGWRUHVSRQGFRQFHUQLQJWKHEX\LQJUHODWLRQVKLSWKH\FRQVLGHUHGWKHPRVWFULWLFDOWR
WKHLUILUP  
------,QVHUW7DEOHDERXWKHUH----- 
6WUXFWXUDO(TXDWLRQ0RGHOOLQJ$QDO\VLV 
)RUWKHDQDO\VLVZHIROORZHGWKHDSSURDFKVXJJHVWHGE\+DLUHWDO7KHVH
DXWKRUVSRLQWWRWKHFRPSOHPHQWDU\FKDUDFWHULVWLFVRIFRYDULDQFH-EDVHGVHTXHQWLDOHTXDWLRQ
PRGHOLQJ&%-6(0DQGSDUWLDOOHDVWVTXDUHVHTXHQWLDOHTXDWLRQPRGHOLQJ3/6-6(0
)ROORZLQJWKHLUVXJJHVWLRQZHILUVWXVHGWKH&%-6(0WHFKQLTXHWRFRQGXFWD&)$WRFKHFN
WKHPHDVXUHPHQWPRGHOYDOLGLW\LQFOXGLQJDOORIRXUXVHGYDULDEOHVPHDVXUHGZLWKUHIOHFWLYH
VFDOHV7KHQ3/6-6(0LVXVHGWRWHVWWKHVWUXFWXUDOPRGHOZKHUHZHKDYHYDULDEOHVZLWK
ERWKIRUPDWLYHDQGUHIOHFWLYHPHDVXUHV3V\FKLFGLVWDQFHRQHRIRXUFRQWUROYDULDEOHVLVD
SUHGHILQHGIRUPDWLYHODWHQWYDULDEOH8VLQJ3/6-6(0WRFRQGXFWWKHVWUXFWXUDOPRGHO
DQDO\VLVDOORZVXVWREHQHILWIURP3/6¶VIOH[LELOLW\LQVSHFLI\LQJERWKIRUPDWLYHDQG
UHIOHFWLYHPHDVXUHVZLWKRXWORVVRILQIRUPDWLRQLQWKHGDWDVHW+DLUHWDO7KH3/6
DQDO\VLVZDVFRQGXFWHGXVLQJ6PDUW3/6YHUVLRQVRIWZDUHZLWKWKHGHIDXOWHG
ELDV-FRUUHFWHGDQGDFFHOHUDWHGERRWVWUDSPHWKRGDQGVXEVDPSOHVHWWLQJV7KH&)$ZDV
FRQGXFWHGXVLQJ/,65(/YHU 
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:HDVVHVVHGWKHFRQYHUJHQWYDOLGLW\RIFRQVWUXFWVE\H[DPLQLQJWKHDYHUDJHYDULDQFH
H[WUDFWHG$9(DQGWKHVLJQLILFDQFHRILWHPORDGLQJV7KH$9(DWWHPSWVWRPHDVXUHWKHOHYHO
RIH[SODLQHGYDULDQFHWKDWDODWHQWYDULDEOHFRPSRQHQWFDSWXUHVIURPLWVLQGLFDWRUVUHODWLYHWR
WKHDPRXQWGXHWRPHDVXUHPHQWHUURU7KH$9(YDOXHVVKRXOGEHJUHDWHUWKDQWKHFXW-RII
OHYHO*HIHQHWDO7KHFRQVWUXFWUHOLDELOLW\LVH[DPLQHGXVLQJWKHFRPSRVLWHUHOLDELOLW\
&5GHYHORSHGE\:HUWVHWDO$FFHSWDEOHYDOXHVRI&5VWDWLVWLFVKRXOGH[FHHG
)RUQHOODQG/DUFNHU7RHYDOXDWHWKHGLVFULPLQDQWYDOLGLW\ZHFRPSDUHGWKHVTXDUH
URRWRI$9(ZLWKWKHFRUUHODWLRQVDPRQJWKHODWHQWYDULDEOHV)RUQHOODQG/DUFNHU 
7RFRQWHQGZLWKERWKLQWHUDFWLRQDQGLQHTXLYDOHQFHEHWZHHQEX\HUDQGVHOOHU¶VDVVHW
VSHFLILFLW\ZHIROORZHGWKHPHWKRGXVHGE\DVHULHVRIHPSLULFDOVWXGLHVIURPDQRWKHU
HVWDEOLVKHGOLWHUDWXUHVWUHDP+HDQG:RQJ&DRHWDO5DLVFKHWDO2XU
WZR-ZD\DQGWKUHH-ZD\LQWHUDFWLRQWHUPVLHLQWHUDFWLRQ-WHUPEHWZHHQELODWHUDODVVHW
VSHFLILFLW\LQWHUDFWLRQ-WHUPEHWZHHQELODWHUDODVVHWVSHFLILFLW\îGXUDWLRQDQGLQHTXLYDOHQFHV
EHWZHHQELODWHUDODVVHWVSHFLILFLW\îGXUDWLRQZHUHJHQHUDWHGEDVHGRQWKHWZR-VWDJH
DSSURDFKLQ6PDUW3/6ZLWKPHDQ-FHQWHUHGLQWHUDFWLRQWHUPVWRDYRLGPXOWLFROOLQHDULW\
%HFDXVHRXUPHDVXUHVRIEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\DUHSDUDOOHOHGLWHPVZH
JHQHUDWHGRXULQHTXLYDOHQFHPHDVXUHVZLWKDEVROXWHGLIIHUHQFHYDOXHVDFURVVSDLUVRIPDWFKHG
LWHPV7KHUHOLDELOLW\DQGYDOLGLW\FKHFNVHPSLULFDOO\VXSSRUWWKHDSSURSULDWHQHVVRIWKLV
DSSURDFK 
 )LQDOO\ZHFRQGXFWHGD&09SRVWFKHFNZLWKDFRPSUHKHQVLYH&)$PDUNHUWHFKQLTXH
SUHVHQWHGE\:LOOLDPVHWDO&RPSDUHGZLWKWKHSDUWLDOFRUUHODWLRQ&)$PDUNHU
WHFKQLTXHSURSRVHGE\/LQGHOODQG:KLWQH\WKHFRPSUHKHQVLYH&)$PDUNHU
WHFKQLTXHDFFRXQWVIRUWKHPHDVXUHPHQWHUURUWKHUHIRUHLWLVDVXSHULRUVWDWLVWLFDOWHVWIRU
&09HIIHFWVLQDQ6(0VHWWLQJ:LOOLDPVHWDO 
5. 5HVXOWV 
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0HDVXUHPHQW0RGHO5HVXOWV 
7KH&)$UHVXOWVDUHUHSRUWHGLQ7DEOH7KH&%-6(0WHFKQLTXHZDVHPSOR\HGWR
FRQGXFWWKH&)$WRHQVXUHUREXVWQHVVRIRXUPHDVXUHPHQWPRGHO$OOLWHPORDGLQJVUHDFK
VWDWLVWLFDOVLJQLILFDQFHLQGLFDWLQJFRQYHUJHQWYDOLGLW\7KH&)$PRGHOJRRGQHVV-RI-ILW
&), 11), 6505 LQGLFDWRUVDUHVDWLVIDFWRU\+XDQG%HQWOHU
&RQVWUXFWUHOLDELOLW\LVVXSSRUWHGE\FRPSRVLWHUHOLDELOLW\VWDWLVWLFVDERYH7KH$9(
VWDWLVWLFLVDERYHLQGLFDWLQJFRQYHUJHQWYDOLGLW\+DLUHWDO 
7KHFRUUHODWLRQPDWUL[DQGGLVFULPLQDQWYDOLGLW\FKHFNDUHSUHVHQWHGLQ7DEOH$OO
VTXDUHURRWVRIWKH$9(VDUHJUHDWHUWKDQWKHRII-GLDJRQDOHOHPHQWVLQWKHFRUUHVSRQGLQJURZV
DQGFROXPQVGHPRQVWUDWLQJGLVFULPLQDQWYDOLGLW\)RUQHOO	/DUFNHU2YHUDOOWKHVH
UHVXOWVVKRZWKDWDOOVWDWLVWLFVLQWKHPHDVXUHPHQWPRGHOUHDFKWKHUHTXLVLWHWKUHVKROG
VXJJHVWHGLQWKHOLWHUDWXUH:HWKXVFRQILUPWKHPHDVXUHPHQWPRGHOV¶YDOLGLW\XVLQJPXOWLSOH
LQGLFDWRUVUHOLDELOLW\FRQYHUJHQWYDOLGLW\DQGGLVFULPLQDQWYDOLGLW\ 
------,QVHUW7DEOHVDQGDERXWKHUH----- 
6WUXFWXUDO0RGHODQG+\SRWKHVLV7HVWLQJ 
7KH3/6VWUXFWXUDOPRGHOFKHFNVDUHVXPPDUL]HGLQ7DEOH+HDQG:RQJ
UHFRPPHQGWZRVHSDUDWHH[DPLQDWLRQVRIWKHLQWHUDFWLRQ-WHUPDQGDEVROXWHGLIIHUHQFHLQWZR
PRGHOVWRDYRLGDPELJXLW\LQWKHLQWHUSUHWDWLRQRIWKHUHVXOWV$FFRUGLQJO\ZHH[DPLQHGILYH
3/6VWUXFWXUDOPRGHOVE\VWHSZLVHDGGLWLRQRIIRFDOLQGHSHQGHQWYDULDEOHVWRHQVXUH
UREXVWQHVVRIWKHUHVXOWV7KH0RGHOLVWKHEDVHOLQHPRGHOLQFOXGLQJRQO\FRQWUROYDULDEOHV
%HFDXVH+LVWKHZLGHO\DFFHSWHGK\SRWKHVLVLQOLWHUDWXUHZHILUVWO\DGGHG+WUXVW--!
SHUIRUPDQFHDQG+JRRGZLOOUHFLSURFLW\--!WUXVWWR0RGHOWRLQFUHPHQWDOO\FKHFNWKH
YDOLGLWLHVRIWKHDGGHGK\SRWKHVLV7KHLQFUHDVHLQ5DQGDPLQRUGHFUHDVHLQ6505EHWZHHQ
0RGHODQG0RGHOLQGLFDWHVWKHDSSURSULDWHQHVVRIDGGLQJWZRYDULDEOHV7KHVLJQLILFDQFH
RIFRHIILFLHQWVLQ0RGHOHPSLULFDOO\VXSSRUWV+DQG+&RPSDUHGWR0RGHOLQ0RGHO
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LQFOXGHV+\SRWKHVLVDJRRGZLOOUHFLSURFLW\îGXUDWLRQ--!WUXVW7KHVWDWLVWLFDO
LQVLJQLILFDQFHRIWKHFRUUHVSRQGLQJFRHIILFLHQWDQGLQFUHDVHG6505GHQRWHWKDW+\SRWKHVLV
DLVQRWVXSSRUWHG 
0RGHOH[DPLQHVWKHPDLQHIIHFWRIYLRODWLQJHTXLYDOHQFHUHFLSURFLW\EHWZHHQDVVHW
VSHFLILFLW\RQWUXVW&RPSDUHGZLWK0RGHOWKHYDOXHVRI5DQG6505DUHJUHDWHULQ
0RGHO+RZHYHU+LVQRWVXSSRUWHG,Q0RGHOZHDGG+\SRWKHVLVEZKLFKDUJXHV
WKDWUHODWLRQVKLSGXUDWLRQPRGHUDWHVWKHOLQNEHWZHHQYLRODWLQJHTXLYDOHQFHUHFLSURFLW\DQG
WUXVW+\SRWKHVLVELVFRQILUPHG0RGHOLQGLFDWHVWKHUREXVWQHVVRIUHVXOWVZLWKDOO
YDULDEOHVLQFOXGHG2YHUDOO7KUHHRIILYHK\SRWKHVHVDUHHPSLULFDOO\VXSSRUWHG7DEOH 
------,QVHUW7DEOHVDQGDERXWKHUH----- 
)LJXUHLOOXVWUDWHVWKHLQWHUDFWLRQHIIHFWZLWKLQELODWHUDODVVHWVSHFLILFLW\0RGHO
SUHVHQWHGLQ7DEOH,Q)LJXUHVFHQDULR$LQWKHXSSHU-ULJKWVLGHRQWKHGRWWHGOLQHUHIOHFWV
WKHSUDFWLFHRIHTXLYDOHQFHUHFLSURFLW\KLJKLQERWKEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\
ZKHUHWKHFRUUHVSRQGLQJWUXVWYDOXHRQWKHYHUWLFDOD[LVLVWKHKLJKHVW6FHQDULR%RYHUWKH
PLGGOH-ULJKWVLGHRQWKHVROLGOLQHLPSOLHVWKHEX\HU¶VLQGHEWHGQHVVRIUHFLSURFDODFWVKLJKLQ
VHOOHU¶VDVVHWVSHFLILFLW\EXWORZLQEX\HU¶VZKHUHWKHFRUUHVSRQGLQJWUXVWYDOXHRQWKH
YHUWLFDOD[LVLVWKHVHFRQGKLJKHVW7KHPLGGOH-OHIWVLGHRIWKHGRWWHGOLQH6FHQDULR&GHQRWHV
SUDFWLFHVRIWKHGLVFUHWHWUDQVDFWLRQERWKORZLQEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\ZKHUH
WKHFRUUHVSRQGLQJWUXVWYDOXHRQWKHYHUWLFDOD[LVLVWKHWKLUGKLJKHVW7KHSUDFWLFHRISULPLQJ
WUXVWZLWKIDYRUVLVGHVFULEHGLQVFHQDULR'RYHUWKHERWWRP-OHIWVLGHRQWKHGRWWHGOLQHKLJK
EX\HU¶VDVVHWVSHFLILFLW\EXWORZLQVHOOHU¶VZKHUHWKHFRUUHVSRQGLQJWUXVWYDOXHRQWKH
YHUWLFDOD[LVLVWKHORZHVW  
)LJXUHLOOXVWUDWHVKRZUHODWLRQVKLSGXUDWLRQVHUYHVDVDPRGHUDWRUYDULDEOH:LWKVKRUW
GXUDWLRQVWKHGRWWHGOLQHZLWKQHJDWLYHVORSHJLYHQGXUDWLRQHTXDOVWRPHDQGXUDWLRQ-î
VWDQGDUGGHYLDWLRQDQLQFUHDVHLQLQHTXLYDOHQFHZLWKLQELODWHUDODVVHWVSHFLILFLW\ZRXOGQRW
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VLJQLILFDQWO\GHFUHDVHWUXVW,QFRQWUDVWWKHVROLGOLQHZLWKDQHJDWLYHVORSHGHQRWHVORQJ
GXUDWLRQVJLYHQGXUDWLRQHTXDOVPHDQGXUDWLRQîVWDQGDUGGHYLDWLRQZKHUHDQLQFUHDVHLQ
WKHPDJQLWXGHLQDVVHWVSHFLILFLW\LQHTXLYDOHQFHVLJQLILFDQWO\GLPLQLVKHVWKHOHYHORIWUXVW 
------,QVHUW)LJXUHVDQGDERXWKHUH----- 
&RPPRQ0HWKRG9DULDQFH 
7KHUHVXOWVZHUHH[DPLQHGIRUFRPPRQPHWKRGYDULDQFH&09FRQFOXGLQJWKDWWKH
UHVXOWVDUHQRWELDVHGE\&09)LUVWWZRRIWKHK\SRWKHVHVDUHPRGHUDWLQJHIIHFWVDQGWKH
UHVXOWVLQGLFDWHVWDWLVWLFDOVLJQLILFDQFH$FFRUGLQJWR6LHPVHQHWDO&09GRHVQRW
VHYHUHO\ELDVLIWKHPRGHUDWLQJK\SRWKHVLVUHDFKHVVWDWLVWLFDOVLJQLILFDQFH+HQFHWKH
VWDWLVWLFDOVLJQLILFDQFHRI+\SRWKHVHVELQGLFDWHVWKDW&09LVQRWSUREOHPDWLF  
6HFRQGLQRXUTXHVWLRQQDLUHGHVLJQZHYDULHGWKHIRUPDWRIPHDVXUHPHQWLWHPVIURPD
-SRLQWVFDOHHJWUXVWWRRSHQ-HQGHGQXPEHUVHJGXUDWLRQ7KHDQFKRUODEHOVRI-SRLQW
VFDOHVDOVRYDU\IURPFRQVWUXFWWRFRQVWUXFW7KHVHDUHPHDVXUHPHQWGHVLJQVUHFRPPHQGHG
IRUDYRLGLQJ&093RGVDNRIIHWDO3RGVDNRIIHWDO 
)LQDOO\ZHIROORZHGWKHSURFHGXUHVUHFRPPHQGHGE\:LOOLDPVHWDODQG
LQFOXGHGD&)$PDUNHULQRXUTXHVWLRQQDLUHIRUVWDWLVWLFDOSRVWFKHFN7KHUHVXOWVDUH
VXPPDUL]HGLQ7DEOH:HILUVWDGGHGWKHPDUNHULWHPVLQWRRXULWHPSRROVDQGFRQGXFWHGDQ
DGGLWLRQDO&)$DQDO\VLV7KHUHVXOWVSURYLGHUHIHUHQFHYDOXHVIRUFRQGXFWLQJWKHEDVHOLQH
PRGHOSDUDPHWHUV:HWKHQDGGHGWKHPDUNHUWRFRQGXFWWKHEDVHOLQHPRGHOZLWKWKH
RUWKRJRQDODSSURDFKVXJJHVWHGE\/LQGHOODQG:KLWQH\1H[WZHDOORZHGWKHRWKHU
LWHPVWREHORDGHGRQWKHPDUNHUZLWKWKHHTXDOLW\FRQVWUDLQWWREXLOGWKH0HWKRG-&PRGHO
7KHLQVLJQLILFDQW&KL-VTXDUHGLIIHUHQFHEHWZHHQEDVHOLQHPRGHODQG0HWKRG-&PRGHO
LQGLFDWHVDODFNRIFRQJHQHULFPHWKRGYDULDQFH:LOOLDPVHWDO)LQDOO\ZHOHWWKH
LWHPVXVHGWREHIUHHO\ORDGHGRQWKHPDUNHUWRFRQGXFWWKH0HWKRG-8PRGHO7KH
LQVLJQLILFDQW&KL-VTXDUHGLIIHUHQFHEHWZHHQ0HWKRG-&DQG0HWKRG-8LQGLFDWHVWKHUHVXOWVDUH
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QRWELDVHGE\QRQ-FRQJHQHULFPHWKRGYDULDQFH:LOOLDPVHWDO 
------,QVHUW7DEOHDERXWKHUH----- 
6. 'LVFXVVLRQ 
2XUHPSLULFDOILQGLQJVVKHGOLJKWRQWKHWZRXQUHVROYHGLVVXHVWKDWPRWLYDWHGWKH
SUHVHQWVWXG\)LUVWWKHUHVXOWVRIIHUFODULILFDWLRQVRQWKHPRGHUDWLQJUROHRIUHODWLRQVKLS
GXUDWLRQLQLQWHURUJDQL]DWLRQDOWUXVWFXOWLYDWLRQ6HFRQGEDVHGRQWKHHPSLULFDOILQGLQJVZH
YHULI\UHFLSURFLW\LQELODWHUDODVVHWVSHFLILFLW\$SURSRVHGW\SRORJ\LVRIIHUHGWRLGHQWLI\IRXU
VFHQDULRVLQELODWHUDODVVHWVSHFLILFLW\DQGZHDGGUHVVWKHEX\HUV¶FRUUHVSRQGLQJOHYHORIWUXVW
DFURVVWKHIRXUSRVVLEOHFRQGLWLRQV 
7KH&RQWLQJHQF\5ROHRI5HODWLRQVKLS'XUDWLRQLQ%%7UXVW-%XLOGLQJ 
:HILQGHPSLULFDOVXSSRUWIRUWKHYLHZWKDWLQHTXLYDOHQFHVZLWKLQELODWHUDODVVHW
VSHFLILFLW\LPSDLUWUXVWRYHUWKHUHODWLRQVKLSGXUDWLRQ+E5HVXOWVVXJJHVWWKDWYLRODWLQJ
HTXLYDOHQFHUHFLSURFLW\EHFRPHVPRUHKDUPIXOWRWUXVWRYHUWLPH,QGHHGDVFDQEHVHHQLQ
7DEOHUHODWLRQVKLSGXUDWLRQGRHVQRWGLUHFWO\LQIOXHQFHWUXVWDVDFRQWUROYDULDEOHEXW
VLJQLILFDQWO\PRGHUDWHVWKHLPSDFWRILQHTXLYDOHQWDVVHWVSHFLILFLW\RQWUXVW+E7KH
ILQGLQJVDOLJQZLWKRXUFRQWHQWLRQWKDWUHODWLRQVKLSGXUDWLRQLVWKHFRQWLQJHQF\LQ
LQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJUDWKHUWKDQDQDQWHFHGHQWWRPHDVXUHRYHUDOOWUXVW-EXLOGLQJ
HIIRUWV 
,QWHUHVWLQJO\VRPHHPSLULFDOILQGLQJVDUHFRQWUDU\WRH[SHFWDWLRQV+\SRWKHVLVD
ZKHUHZHSURSRVHJRRGZLOOUHFLSURFLW\EHFRPHVPRUHLQIOXHQWLDORQWUXVWRYHUWKHGXUDWLRQLV
QRWVXSSRUWHG/LNHZLVH+\SRWKHVLVSURSRVLQJWKDWYLRODWLQJHTXLYDOHQFHUHFLSURFLW\
KDUPVWUXVWLVQRWVXSSRUWHG+RZHYHUWKHILQGLQJVVXSSRUWDQRWKHUDVVRFLDWHGSURSRVLWLRQ
WKDWYLRODWLQJHTXLYDOHQFHUHFLSURFLW\EHFRPHVPRUHKDUPIXOWRWUXVWRYHUUHODWLRQVKLS
GXUDWLRQ+\SRWKHVLVE  
3ODXVLEOHH[SODQDWLRQVIRUWKHXQVXSSRUWHGK\SRWKHVHVOLHLQWKHGLIIHUHQWOHYHORI
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VWULFWQHVVEHWZHHQJRRGZLOODQGHTXLYDOHQFHUHFLSURFLW\*RRGZLOOUHFLSURFLW\KDVDUHODWLYHO\
ORRVHUHTXLUHPHQWWKDWRQO\UHTXLUHVWKHVHOOHU¶VDVVHWVSHFLILFLW\WRUHFLSURFDWHZLWKWKH
EX\HU¶V+RZHYHUHTXLYDOHQFHUHFLSURFLW\IXUWKHUUHTXLUHVWKHDSSUR[LPDWHO\HTXLYDOHQWOHYHO
RIELODWHUDODVVHWVSHFLILFLW\FRQWULEXWLRQV*RRGZLOOUHFLSURFLW\LVUHODWLYHO\WROHUDQWRIWKH
SDUWQHU¶VEHKDYLRULQH[FKDQJHIRUWKHSRVVLELOLW\RIIXWXUHSD\RII7KH6(7VXJJHVWVWUXVW
FXOWLYDWLRQDOZD\VUHTXLUHVLQLWLDWLQJWKHSURFHVVZLWKJRRGZLOOVRWKDWWKHRWKHUSDUW\ZLOO
UHFLSURFDWH7KLVLQWXUQFUHDWHVDQRWKHUURXQGRIUHFLSURFDWLQJH[FKDQJHV%ODX$
SXUSRVHIRUVLJQDOLQJJRRGZLOOLVWRLQGHEWWKHRWKHUSDUW\WRUHFLSURFDWHWKHIDYRUEXWQRW
QHFHVVDULO\LPPHGLDWHO\RUHTXLYDOHQWO\%ODX*RRGZLOOUHFLSURFLW\SHUPLWVUHODWLYHO\
ORRVHQRUP-DFWXDOL]DWLRQDQGWKXVLWIXQFWLRQVXQLYHUVDOO\DFURVVDOOUHODWLRQVKLSV2XU
ILQGLQJVVXJJHVWWKDWDFKLHYLQJJRRGZLOOUHFLSURFLW\LVDXQLYHUVDOQRUPLQWUXVWFXOWLYDWLRQ
WKDWLVLPSRUWDQWUHJDUGOHVVRIUHODWLRQVKLSPDWXULW\  
2QWKHRWKHUKDQGHTXLYDOHQFHUHFLSURFLW\VWULFWO\ZDUUDQWVSDUWQHUVWRUHFLSURFDWHLQ
UHODWLYHO\HTXLYDOHQWYDOXH7KLVUHTXLUHPHQWLVULJLGDQGVWULFWHU,QWKDWLWPLJKWWDNHORQJHU
IRUSDUWLFLSDQWVWRXQGHUVWDQGDFFHSWDQGLQWHUQDOL]HDVDPXWXDOO\DFFHSWHGQRUPDQGVKDUHG
REOLJDWLRQ7KLVUHVXOWVXJJHVWVWKHLGHDWKDW\RXQJUHODWLRQVKLSVPLJKWKDYHFRPSOHWHO\
GLIIHUHQWDQWLFLSDWLRQLQELODWHUDODVVHWVSHFLILFLW\FRPSDUHGWRPDWXUHUHODWLRQVKLSV(DUO\LQ
WKHUHODWLRQVKLSWKHUHLVDµKRQH\PRRQHIIHFW¶ZKLFKPDNHVWKHSDUWQHUVOHVVDJJUHVVLYHLQ
WKHLUGHPDQGVDQGLQWHUSUHWVWKHUHODWLRQDOEHKDYLRUZLWKDSRVLWLYHIRUZDUGORRN)LFKPDQ
DQG/HYLQWKDO,QWKHPRUHPDWXUHUHODWLRQVKLSVWKLVSDWWHUQLVUHSODFHGE\DKDQJRYHU
HIIHFWZKLFKPRUHVWULFWO\PHDVXUHVWKHHTXLYDOHQFHLQUHODWLRQDOFRQWULEXWLRQVVXFK
H[SHFWDWLRQVDUHIRUPHGLQFUHPHQWDOO\WKURXJKWKHKLVWRULFDOH[SHULHQFHVRIJLYH-DQG-WDNH  
7KHUHIRUHWKHGLIIHUHQFHVLQWKHOHYHORIVWULFWQHVVEHWZHHQWZRUHFLSURFLW\IDFHWVPLJKW
H[SODLQWKHILQGLQJWKDWWKHPDLQHIIHFWRIJRRGZLOOUHFLSURFLW\RQWUXVWLVVLJQLILFDQW+
EXWWKHPDLQHIIHFWRIHTXLYDOHQFHUHFLSURFLW\RQWUXVWLVQRWVXSSRUWHGDIWHUFRQWUROOLQJWKH
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GXUDWLRQ+LQIOXHQFHVRIHTXLYDOHQFHUHFLSURFLW\RQWUXVWDUHGXUDWLRQ-GHSHQGHQW
+EEXWRIJRRGZLOOUHFLSURFLW\DUHGXUDWLRQ-LQGHSHQGHQW+D 
5HFLSURFLW\ZLWKLQ%LODWHUDO$VVHW6SHFLILFLW\$3URSRVHG7\SRORJ\ 
7KHVWXG\ILQGLQJVFRQILUPJRRGZLOOUHFLSURFLW\EHWZHHQEX\HUDQGVHOOHU¶VDVVHW
VSHFLILFLW\LQWUXVW-EXLOGLQJ+,QWHURUJDQL]DWLRQDOWUXVWFXOWLYDWLRQOLHVLQWKHVHULHVRI
VRFLDOH[FKDQJHVWKDWFRQILUPDQGXSGDWHHDFKSDUWQHU¶VJRRGZLOO7KLVUHVHDUFKGHPRQVWUDWHV
WKDWVXFKJRRGZLOOH[FKDQJHFDQEHDFKLHYHGZLWKLQLGLRV\QFUDWLFELODWHUDODVVHWVSHFLILFLW\$
EX\HULQWHUSUHWVWKHJRRGZLOOVHQWIURPWKHVHOOHU¶VDVVHWVSHFLILFLW\FRQWLQJHQWRQWKHEX\HU¶V
LQFXPEHQWOHYHORIDVVHWVSHFLILFLW\  
%DVHGRQRXUILQGLQJVZHSURSRVHDW\SRORJ\RIIRXUSRVVLEOHVFHQDULRV7KLVW\SRORJ\
LVGHSLFWHGLQ)LJXUH,QHDFKZHH[DPLQHIURPWKHEX\HU¶VSHUVSHFWLYHKRZWUXVW
GHYHORSVIURPELODWHUDODVVHWVSHFLILFLW\7KHIRXUVFHQDULRVLQFOXGHLERWKSDUWLHVSURYLGH
FRQWULEXWLRQVZLWKKLJKDVVHWVSHFLILFLW\LLORZOHYHOVRIEX\HU¶VDVVHWVSHFLILFLW\EXWKLJK
OHYHOVRIVHOOHU¶VLLLKLJKOHYHOVRIEX\HU¶VDVVHWVSHFLILFLW\EXWORZOHYHOVRIVHOOHU¶VDQG
LYERWKSDUWLHVSURYLGHORZDVVHWVSHFLILFLW\  
 ------,QVHUW)LJXUHDERXWKHUH----- 
7KHXSSHU-ULJKWFRUQHULQ)LJXUHGHQRWHVWKHFDVHWKDWERWKJRRGZLOODQGHTXLYDOHQFH
UHFLSURFLW\LVDWWDLQHGPHDQLQJERWKWKHEX\HUDQGVHOOHUKDYHDKLVWRU\RIKLJKPXWXDODVVHW
VSHFLILFLW\,QWKLVFDVHKLJKOHYHOVRIDVVHWVSHFLILFLW\DUHH[FKDQJHGZLWKHTXLYDOHQW
FRQWULEXWLRQV8QGHUWKHVHFRQGLWLRQVJRRGZLOOUHFLSURFLW\LVDFKLHYHGWKURXJKUHFLSURFDWLQJ
UHVSRQVHVDQGHTXLYDOHQFHUHFLSURFLW\LVVDWLVILHGWKURXJKDQDSSUR[LPDWHO\HTXLYDOHQWOHYHO
RIFRQWULEXWLRQ$WWDLQPHQWVLQERWKIDFHWVRIUHFLSURFLW\HQVXUHWKHVWURQJHVWIXWXUH
SUHGLFWDELOLW\LQWKHUHODWLRQVKLSDQGWKXVJHQHUDWHWKHKLJKHVWOHYHORIWUXVW 
,QWKHXSSHU-OHIWFRUQHURI)LJXUHWKHOHYHORIEX\HU¶VWUXVWLVVHFRQGKLJKHVWZKHQ
UHFHLYLQJH[FHVVLYHIDYRUVLQJRRGZLOO,QWKLVVFHQDULRWKHEX\HUUHFRJQL]HVWKHVHOOHU¶V
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VDFULILFHDVDJRRGZLOOJHVWXUHWRWULJJHUIXWXUHUHFLSURFDOH[FKDQJHV7KHEX\HUVLQWKLV
VFHQDULRDWWDLQPRUHRSWLRQVWRDFW7KDWLVWKHEX\HUFDQFKRRVHWRVHOILVKO\HQMR\WKH
SDUWQHU¶VH[FHVVLYHDVVHWVSHFLILFLW\DQGWHUPLQDWHWKHUHODWLRQVKLSE\VWRSSLQJWKHH[FKDQJH
SURFHVVRUWRUHFLSURFDWHZLWKHTXLYDOHQWDVVHWVSHFLILFLW\FRQWULEXWLRQVZKLFKLQWXUQ
VWUHQJWKHQVWKHPXWXDOWUXVWLQWKHUHODWLRQVKLS%ODX(PHUVRQ,QRWKHU
ZRUGVWKHEX\HUFDQSRWHQWLDOO\WDNHDGYDQWDJHRIWKHVHOOHU¶VH[FHVVLYHDVVHWVSHFLILFLW\
7KHVHUHVXOWVLQGLFDWHWKDWWKHSHUFHLYHGJRRGZLOOIURPWKHVHOOHU¶VXQVHOILVKVDFULILFHZLOO
JHQHUDWHWKHVHFRQGKLJKHVWOHYHORIWKHEX\HU¶VWUXVW 
7KHERWWRP-OHIWFRUQHULOOXVWUDWHVDVFHQDULRRIGLVFUHWHWUDQVDFWLRQVZLWKRXWVLJQLILFDQW
VRFLDOLQWHUDFWLRQVRUQRUPV,QWKLVVFHQDULRWKHEX\HU¶VWUXVWLVWKHWKLUGKLJKHVW+HUHJLYHQ
WKHDEVHQFHRIDVVHWVSHFLILFLW\IURPHDFKSDUW\QHLWKHUSDUWLFLSDQWLVKDQGLFDSSHGLIWKH
UHODWLRQVKLSLVWHUPLQDWHG%ODX7KH6(7UHIHUVWRWKLVDV³HFRQRPLFH[FKDQJH´DVLW
UHSUHVHQWVVWDQGDUGL]HGHFRQRPLFDJUHHPHQWV%ODX,QWKHFDVHRIGLVFUHWH
WUDQVDFWLRQVEX\HUVDUHLQYROYHGLQHFRQRPLFWUDQVDFWLRQVZLWKRXWPDQ\H[FKDQJHVZLWKLQ
ELODWHUDODVVHWVSHFLILFLW\7KHEX\HU¶VWUXVWWRZDUGWKHVHOOHULVEDVHGRQWKHFRQWUDFWXDO
REOLJDWLRQVDQGPDUNHWLQVWLWXWLRQV  
7KHEX\HU¶VWUXVWLVORZHVWLQWKHµIDYRUJLYHQLQLQLWLDWLQJJRRGZLOOUHFLSURFLW\¶VFHQDULR
UHSUHVHQWHGDWWKHERWWRP-ULJKWFRUQHULQ)LJXUH%X\HUVLQWKLVVFHQDULRHQFRXQWHUWKH
SRWHQWLDOULVNWKDWWKHSDUWQHUPLJKWQRWDGKHUHWRQRUPVRIJRRGZLOOUHFLSURFLW\7KHEX\HU¶V
KLJKOHYHOVRIDVVHWVSHFLILFLW\LPSO\WKHEX\HU¶VH[SHFWDWLRQRIIXWXUHSD\EDFN,IVXFK
H[SHFWDWLRQLVQRWIXOILOOHGGLVFRUGDULVHV0ROPHWDO7KHODFNRIUHFLSURFDODVVHW
VSHFLILFLW\PD\OHDGWRGLVDSSRLQWPHQWE\WKHEX\HU7KHEX\HU¶VWUXVWWRZDUGWKHVHOOHU
GHFOLQHVDORQJZLWKFRQWLQXHGH[FHVVLYHIDYRUV 
7. ,PSOLFDWLRQVDQG'LUHFWLRQVIRU)XWXUH5HVHDUFK 
7KHRUHWLFDO&RQWULEXWLRQV 
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7KHSUHVHQWLQYHVWLJDWLRQFRQWULEXWHVWRRXUXQGHUVWDQGLQJRILQWHURUJDQL]DWLRQDOWUXVWLQ
IRXULPSRUWDQWZD\V)LUVWZHRIIHUDQRYHOSHUVSHFWLYHLQDWWHPSWLQJWRUHVROYHPL[HG
ILQGLQJVUHJDUGLQJWKHUROHRIUHODWLRQVKLSGXUDWLRQLQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ7KH
VWXG\DGGUHVVHGDZHDNQHVVLQH[LVWLQJUHVHDUFK±YLHZLQJUHODWLRQVKLSDJHDVDGLUHFW
PHDVXUHRIUHODWLRQDOERQGLQJDQGRYHUDOOHIIRUWVRQFXOWLYDWLQJWUXVW%XLOGLQJRQVRFLDO
H[FKDQJHWKHRU\6(7ZHKDYHEHHQDEOHWRGHPRQVWUDWHWKDWLQWHURUJDQL]DWLRQDOWUXVW
UHVXOWVIURPWKHUHFLSURFDOH[FKDQJHV7KHUHODWLRQVKLSGHYHORSVDVWKHSDUWLFLSDQWV
LQFUHPHQWDOO\FRPPXQLFDWHLQWHUQDOL]HDQGPXWXDOO\DFFHSWWKHPHDQLQJVDQGUHTXLUHPHQWV
RIUHFLSURFLW\%ODX&RRNHWDO+RPDQV  
,QRWKHUZRUGVWKHUHVXOWVVXSSRUWWKHYLHZWKDWLWLVQRWQHFHVVDULO\KRZORQJWKH
UHODWLRQVKLSHQGXUHVWKDWEXLOGVWUXVWEXWLWLVKRZSDUWLHVLQWHUDFWDQGFRPPXQLFDWHZLWK
HDFKRWKHUGXULQJWKHUHODWLRQVKLS+HQFHZHFRQILUPWKDWUHODWLRQVKLSGXUDWLRQGRHVQRW
GLUHFWO\HQKDQFHWUXVWEXWUDWKHUPRGHUDWHVWKHHIIHFWRIUHFLSURFDWLQJDFWLRQVRQWUXVW)LJXUH
GHSLFWVKRZUHODWLRQVKLSGXUDWLRQPRGHUDWHVWKHFRQQHFWLRQEHWZHHQDVVHWVSHFLILFLW\
LQHTXLYDOHQFHDQGWUXVW:HSURYLGHDQHPSLULFDOO\VXSSRUWHGH[SODQDWLRQIRUWKHFRQIOLFWLQJ
ILQGLQJVUHJDUGLQJWKHLQIOXHQFHRIUHODWLRQVKLSGXUDWLRQ7KHUHIRUHWKHILQGLQJVFODULI\WKH
FRQWLQJHQF\UROHRIUHODWLRQVKLSGXUDWLRQZLWKWKHRUHWLFDOLQVLJKWVDQGHPSLULFDOVXSSRUW 
6HFRQGZHDGGUHVVDQRYHUORRNHGDSSURDFKLQLQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ--
XQGHUO\LQJUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\7KHSUHVHQWVWXG\H[WHQGVRXU
XQGHUVWDQGLQJRIDVVHWVSHFLILFLW\E\SURSRVLQJWKHFRQWH[WXDOPHDQLQJVWKDWDUHQHJOHFWHGLQ
WUDQVDFWLRQFRVWDQDO\VLV7KHFRQWLQJHQWPHDQLQJVLQELODWHUDODVVHWVSHFLILFLW\UHSUHVHQWD
VLJQLILFDQWGHSDUWXUHIURPKRZPRVWVFKRODUVKDYHEHHQXVLQJFDOFXODWLYHORJLFLQLQWHUSUHWLQJ
DVVHWVSHFLILFLW\,QOLQHZLWKDPSOHFULWLTXHVRI7&$*UDQRYHWWHU&KLOHVDQG
0F0DFNLQ*KRVKDODQG0RUDQRXUILQGLQJVVXJJHVWRUJDQL]DWLRQVDUHQRW
SXUHO\HFRQRPLF-UDWLRQDOHQWLWLHVLQPDQDJLQJLQWHURUJDQL]DWLRQDOUHODWLRQVKLSV:HRIIHU
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ULJRURXVHYLGHQFHWKDWWKH7&$RYHUORRNVWKHVRFLDOH[FKDQJHSURFHVVDQGLQWHUDFWLYHQDWXUH
RILQWHURUJDQL]DWLRQDOWUXVW-EXLOGLQJ:HVSHFLI\WKDWRUJDQL]DWLRQVDUHGHSHQGHQWRQ
SUH-GLVSRVLWLRQVDQGJHQHUDWHLQWHUSUHWDWLRQVRQDVVHWVSHFLILFLW\ZKLFKDUHVRFLDOO\HPEHGGHG
LQWKHRQJRLQJH[FKDQJHVEHWZHHQG\DGLFSDUWLHV7KHUHVXOWV\LHOGQHZQXDQFHVRIWKHVRFLDO
H[FKDQJHSURFHVVZLWKLQELODWHUDODVVHWVSHFLILFLW\WRH[WHQGWUDGLWLRQDOWKHRUHWLFDOFRQFHSWV
+HQFHWKHILQGLQJVFRQWULEXWHWRLQWHURUJDQL]DWLRQDOWUXVWVWXGLHVE\VSHFLI\LQJUHFLSURFLW\
ZLWKLQELODWHUDODVVHWVSHFLILFLW\  
)XUWKHUZHVSHFLI\WKHPXWXDO-FRQWLQJHQFLHVEHWZHHQEX\HUDQGVHOOHU¶VDVVHWVSHFLILFLW\
RQWUXVWFXOWLYDWLRQ%HFDXVHWKH7&$GHHPSKDVL]HVWKHLQWHUDFWLYHH[FKDQJLQJQDWXUH
7&$-EDVHGVWXGLHVRQLQWHURUJDQL]DWLRQDOWUXVWSRUWUD\DVLPSOLVWLFOLQHDUFRQQHFWLRQRIRQH
SDUWQHU¶VDVVHWVSHFLILFLW\RQWUXVWZLWKWKHFDOFXODWLYHORJLFHJ'RQH\DQG&DQQRQ
.DWVLNHDVHWDO6WXGLHVGHOLQHDWHWKDWEHFDXVHDVVHWVSHFLILFLW\LQFUHDVHVWKH
LQYHVWLQJSDUW\¶VVZLWFKLQJFRVWWREHORFNHG-LQWKHUHODWLRQVKLSWKHRSSRQHQWZRXOGUHGXFH
FRQFHUQVIRUEHLQJH[SORLWHGE\WKHLQYHVWLQJSDUWQHU¶VRSSRUWXQLVWLFEHKDYLRUVDQGWKXV
HOHYDWHVWKHRSSRQHQW¶VWUXVW:LOOLDPVRQ*H\VNHQVHWDO$QXQGHUO\LQJ
DVVXPSWLRQLQWKH7&$-EDVHGIUDPHZRUNVLVRQHSDUW\¶VDVVHWVSHFLILFLW\RQWUXVWLV
LQGHSHQGHQWRIWKHRWKHU¶VH[LVWHGOHYHORIDVVHWVSHFLILFLW\7KLVDVVXPSWLRQGRHVQRW
FRQVLGHUWKHVRFLDOFRQWLQJHQFLHVUHODWLRQVKLSVWDJHVDQGVRFLDOQRUPV$FFRUGLQJWRWKH6(7
PHDQLQJVRIUHODWLRQVKLS-VSHFLILFLQSXWVDUHFRQWH[WXDO-RULHQWHGDQGKLJKO\GHSHQGHQWRQWKH
KLVWRU\RILQWHUDFWLRQ%ODX0ROPHWDO:HHPSLULFDOO\YHULI\WKDWLQWKH
G\QDPLFVRFLDOH[FKDQJHSURFHVVZLWKLQELODWHUDODVVHWVSHFLILFLW\KRZEX\HUVUHDGDQG
SHUFHLYHUHFLSURFLW\LQWKHVHOOHU¶VDVVHWVSHFLILFLW\ZRXOGGHSHQGRQWKHEX\HU¶VLQFXPEHQW
OHYHORIDVVHWVSHFLILFLW\)LJXUH  
 7KLUGWKLVUHVHDUFKUHVSRQGVWRWKHFDOOIRUUREXVWH[DPLQDWLRQVRILQWHURUJDQL]DWLRQDO
UHFLSURFLW\6FKRODUVKDYHEHHQDUGHQWDERXWWKHPHFKDQLVPVDQGFRQFHSWXDOL]DWLRQRI
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LQWHURUJDQL]DWLRQDOUHFLSURFLW\5RNNDQHWDO3DOPDWLHUHWDO=KDQJHWDO
,QOLQHZLWKVWXGLHVWKDWVXJJHVWPXOWL-IDFHWHGUHFLSURFLW\LQLQWHURUJDQL]DWLRQDOUHODWLRQVKLS
PDQDJHPHQW+RSSQHUDQG*ULIILWK+RSSQHUHWDO6ZlUGWKHSUHVHQW
LQYHVWLJDWLRQIXUWKHULGHQWLILHVKRZWKHGXDOUHFLSURFLW\IDFHWVLHJRRGZLOODQGHTXLYDOHQFH
DUHIXOILOOHGZLWKLQELODWHUDODVVHWVSHFLILFLW\WKDWLQWXUQDIIHFWLQWHURUJDQL]DWLRQDOWUXVW  
0RUHRYHUWKHVWXG\GHWDLOVKRZUHODWLRQVKLSGXUDWLRQYDU\LQJO\PRGHUDWHVWKHHIIHFWVRI
GXDOUHFLSURFLW\IDFHWVRQWUXVW5HJDUGLQJJRRGZLOOUHFLSURFLW\RXUILQGLQJVVXJJHVWWKDW
JRRGZLOOLVXQLYHUVDOO\HVVHQWLDOLQFXOWLYDWLQJWUXVWDFURVVGLIIHUHQWUHODWLRQVKLSVWDJHV
$FKLHYLQJJRRGZLOOUHFLSURFLW\SURYLGHVPRPHQWXPLQVXVWDLQLQJLQWHURUJDQL]DWLRQDOWUXVWLQ
UHODWLRQVKLSV2QWKHRWKHUKDQGHTXLYDOHQFHLVDVWULFWHUIDFHWRIUHFLSURFLW\WKDWUHTXLUHV
GHFHQWFRPPXQLFDWLRQDQGPXWXDOXQGHUVWDQGLQJVWREHFRPPRQO\DFFHSWHG2XUILQGLQJV
VXJJHVWWKDWYLRODWLQJHTXLYDOHQFHUHFLSURFLW\LVQRWXQLYHUVDOO\KDUPIXOWRWUXVWDFURVVDOO
UHODWLRQVKLSVWDJHV+RZHYHUDVWKHUHODWLRQVKLSPDWXUHVWKHH[SHFWDWLRQIRUHTXLYDOHQFHLV
KHLJKWHQHGDQGHDFKSDUW\EHFRPHVOHVVWROHUDQWRILQHTXLYDOHQWHIIRUWVEHWZHHQWKHSDUWLHV
&RRNHWDO*RXOGQHU$VUHODWLRQVKLSWHQXUHOHQJWKHQVXQHYHQELODWHUDODVVHW
VSHFLILFLW\YLRODWHVWKHHTXLYDOHQFHUHFLSURFLW\SULQFLSOHDQGHURGHVWUXVW   
 )LQDOO\WKLVUHVHDUFKDOVRFRQWULEXWHVWRWKH6(7,QWKHFRQWH[WRIFURVV-ERUGHU%%
UHODWLRQVKLSVRXUILQGLQJVUHYHDOWKDWHDFKSDUW\OHDUQVDQGLQWHUQDOL]HVQRUPVRIUHFLSURFLW\
WKURXJKFRQWLQXRXVREVHUYDWLRQRIWKHLULQWHUQDWLRQDOSDUWQHU¶VSDVWDFWLRQV1XPHURXV6(7
VWXGLHVGLVFXVVWKHFURVV-FXOWXUDOGLIIHUHQFHVRIQRUPVDFFHSWHGLQGLIIHUHQWVRFLHWLHV/HXQJ
DQG0RUULV*HOIDQGDQG-DFNVRQ,QDFURVV-ERUGHUSDUWQHUVKLSFRPPRQJURXQGV
RQDSSURSULDWHUHFLSURFLW\PD\EHOLPLWHGGXHWRFXOWXUDOGLIIHUHQFHV+RZHYHUWKHSUHVHQW
VWXG\VXJJHVWVPXWXDOUHTXLUHPHQWVRQUHFLSURFLW\FDQVWLOOEHHVWDEOLVKHGWKURXJKFRQWLQXLQJ
VRFLDOH[FKDQJHVEHWZHHQLQWHUQDWLRQDOEX\HUVDQGVHOOHUV7KHUHIRUHWKHILQGLQJV
GHPRQVWUDWHWKDWUHFLSURFLW\QRUPFDQEHHVWDEOLVKHGDQGIXOILOOHGLQFURVV-ERUGHU
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SDUWQHUVKLSVVXFKQRUPVDUHVKDSHGWKURXJKRQJRLQJELODWHUDOVWUDWHJLFDFWLRQVVXFKDVDVVHW
VSHFLILFLW\  
0DQDJHULDO,PSOLFDWLRQV 
7KHSUHVHQWVWXG\RIIHUVIRXULPSOLFDWLRQVIRUPDQDJHULDOSUDFWLFH)LUVWSUDFWLWLRQHUV
ZRXOGILQGWKHSURSRVHGFRQWLQJHQF\UROHRIGXUDWLRQRQLQWHURUJDQL]DWLRQDOUHODWLRQVKLS
PDQDJHPHQWWREHRILPSRUWDQFH)LQGLQJVVXSSRUWWKHYLHZWKDWLQHYDOXDWLQJWKHUREXVWQHVV
RILQWHURUJDQL]DWLRQDOWUXVWWKHGXUDWLRQRIWKHUHODWLRQVKLSLVQRWDVROLGGLUHFWLQGLFDWRU7KH
FRQWLQJHQWHIIHFWRIUHODWLRQVKLSGXUDWLRQRQWUXVWLVGHPRQVWUDWHG+HQFHPDQDJHUVVKRXOG
VHHNIRUPRUHSURFHVV-EDVHGLQGLFDWRUVVXFKDVPXWXDODVVHWVSHFLILFLWLHVLQDSDUWQHUVKLS  
6HFRQGPDQDJHUVVKRXOGDOVREHFRJQL]DQWWKDWHDFKILUP¶VH[SHFWDWLRQVLQDEXVLQHVV
UHODWLRQVKLSHYROYHRYHUWLPH7RPDLQWDLQWUXVWLQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSVPDQDJHUV
VKRXOGDFFRUGLQJO\DGMXVWWKHLUGHFLVLRQVDQGDFWLYLWLHVWRDOLJQZLWKWKHG\QDPLFH[SHFWDWLRQV
DQGFKDQJLQJQRUPVLQWKHUHODWLRQVKLS2XUILQGLQJVDOVRLPSO\VXFKFROODERUDWLYH
DGMXVWPHQWVZLWKUHFLSURFDWLQJDWWLWXGHVWDNHVWLPHWRDFKLHYH0DQDJHUVVKRXOGEHDZDUHWKDW
EHFDXVHELODWHUDOFRQVHQVXVRQHTXLYDOHQFHWDNHVDIDLUDPRXQWRIWLPHWRDFKLHYHDWWDLQLQJ
HTXLYDOHQFHUHFLSURFLW\LVDORQJ-WHUPUHODWLRQDODVVHWLQLQWHUQDWLRQDO%%FRQQHFWLRQV
7KHUHIRUHSUDFWLWLRQHUVVKRXOGUHJDUGORQJ-WHUPUHODWLRQVKLSWUXVWDVDXQLTXHUHVRXUFHWKDWLV
YDOXDEOHUDUHFRVWO\WRLPLWDWHDQGGLIILFXOWWREHVXEVWLWXWHG%DUQH\7KH
GHYHORSPHQWRIVXFKDFRPSHWLWLYHDGYDQWDJHOLHVLQPLQGIXOPDQDJHPHQWLQRQJRLQJVRFLDO
H[FKDQJHVZLWKVHQVHVRIWLPHKRUL]RQ  
7KLUGWKLVVWXG\VSHFLILHVWKHPXWXDO-FRQWLQJHQFLHVEHWZHHQEX\HUDQGVHOOHU¶VDVVHW
VSHFLILFLW\LQLQWHURUJDQL]DWLRQDOWUXVW:HLGHQWLI\WKHXQGHUO\LQJH[FKDQJHSURFHVVZLWKLQ
ELODWHUDODVVHWVSHFLILFLW\LQWKHLQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQW,QDGGLWLRQWR
WKHFRQYHQWLRQDOLGHDRIFRVW-EHQHILWDQDO\VLVRQLQYHVWPHQWHYDOXDWLRQVSUDFWLWLRQHUVVKRXOG
DOVREHDZDUHRIWKHUHFLSURFDOPHVVDJHEHLQJVHQWZKHQPDNLQJEXVLQHVVGHFLVLRQVLQ
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LQWHURUJDQL]DWLRQDOUHODWLRQVKLSPDQDJHPHQW2XUILQGLQJVVXJJHVWWKDWHYHQDVVHWVSHFLILFLW\
DIDFWRUWKDWPRVWVFKRODUVDQGSUDFWLWLRQHUVLQWHUSUHWDQGHYDOXDWHZLWKHFRQRPLFUDWLRQDOLW\
FDQFDUU\VXEVWDQWLDOVRFLDOVLJQDOVLQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSV7KHUHIRUHPDQDJHUV
VKRXOGEHFRJQL]DQWRIVLJQDOVVHQWE\RQH¶VSDUWQHUDQGVKRXOGUHFLSURFDWHDFFRUGLQJO\   
)LQDOO\WKHVWXG\LPSOLHVWKDWVWUDWHJLFGHFLVLRQVVKRXOGQRWVROHO\GHSHQGRQVWDWLF
DQDO\VLVEXWKDYHDORQJ-WHUPDQGG\QDPLFYLHZ7KHSUHVHQWYDOXHDQDO\VLVLQLQYHVWPHQW
HYDOXDWLRQVPLJKWQHJOHFWWKHSRWHQWLDOIXWXUHEHQHILWVRIORQJ-WHUPEXVLQHVVUHODWLRQVKLS
EXLOGLQJV%HQHILWVIURPDUHODWLRQVKLSVKRXOGQRWEHOLPLWHGWRSUHVHQWDFFUXDOVEXWEH
YDOXHGIRUWKHLUSRWHQWLDOIURPWKHIXWXUHXQGHUWDNLQJ2YHUDOORXUUHVHDUFKVXJJHVWVWKDWLQ
DGGLWLRQWRHFRQRPLFUDWLRQDOHSUDFWLWLRQHUVVKRXOGUHFRJQL]HWKHYDOXHVRIUHFLSURFLW\ZLWKLQ
ELODWHUDODVVHWVSHFLILFLW\WRERQGZLWKNH\EXVLQHVVVWDNHKROGHUV 
/LPLWDWLRQVDQG)XWXUH5HVHDUFK 
:KLOHWKHFXUUHQWVWXG\SURYLGHVULFKWKHRUHWLFDODQGSUDFWLFDOLPSOLFDWLRQVWKHUHDUH
JRRGJURXQGVIRUIXWXUHUHVHDUFK)LUVWGXHWRWLPHDQGILQDQFLDOFRQVWUDLQWVDOOUHVSRQGHQWV
FRPSOHWHGWKHTXHVWLRQQDLUHZLWKLQDOLPLWHGWLPHIUDPH:HJDWKHUHGLQIRUPDWLRQRQERWK
LQGHSHQGHQWDQGGHSHQGHQWYDULDEOHVIURPDFURVV-VHFWLRQDOGHVLJQ7KHUHIRUH
PRQR-UHVSRQGHQWELDVLVDFRQFHUQ)XWXUHUHVHDUFKPD\EHQHILWIURPXVLQJSDQHOGDWDWR
FODULI\WKHG\QDPLFDVSHFWVDQGFDSWXUHSRVVLEOHH[WHQVLRQVRIWKHSUHVHQWIUDPHZRUN  
$OVRDVDVWXG\ZLWKWKHIRFXVRQUHFLSURFLW\ZLWKLQELODWHUDODVVHWVSHFLILFLW\WKLV
UHVHDUFKIROORZVWKH6(7DQGIRFXVHVRQJRRGZLOODQGHTXLYDOHQFHH[FKDQJHV)XWXUHVWXGLHV
PLJKWFRQVLGHUH[DPLQLQJRWKHUVRFLDOPHDQLQJVZLWKLQELODWHUDODVVHWVSHFLILFLW\VXFKDV
IDLUQHVVMXVWLFHDQGDOWUXLVP  
7KLUGWRHQVXUHWKDWRXUILQGLQJVDUHJHQHUDOL]DEOHWRGLIIHUHQWFXOWXUHVWKLVVWXG\
LQYHVWLJDWHGLQWHUQDWLRQDOEX\HU-VHOOHUSDLUVIURPDYDULHW\RIFRXQWU\EDVHVVHH7DEOHDQG
FRQWUROOHGSV\FKLFGLVWDQFHLQHDFKFURVV-ERUGHUSDUWQHUVKLSSDLU)XWXUHVWXGLHVFDQWHVWRXU
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3DOPDWLHUHWDO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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WRDOLJQZLWKWKLVUHVHDUFKVWUHDP+RZHYHUZHVXJJHVWIXWXUHVWXGLHVXVHDPXOWL-IDFHWHG
GHILQLWLRQRILQWHURUJDQL]DWLRQDOWUXVWWRWKRURXJKO\H[DPLQHWKHHIIHFWVRIJRRGZLOODQG
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RWKHUW\SHVRIELODWHUDOEXVLQHVVDFWLYLWLHVVXFKDVMRLQWPDUNHWLQJFDPSDLJQVDQG5	'
LQYHVWPHQWV,WLVKRSHGWKHSUHVHQWLQYHVWLJDWLRQZLOOPRWLYDWHVFKRODUVWRSXUVXHVXFK
DYHQXHVIRUIXUWKHUGHYHORSPHQWRINQRZOHGJHRQLQWHURUJDQL]DWLRQDOUHODWLRQVKLSV 
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VXSSOLHUUHODWLRQVKLSVWKURXJK,7UHVRXUFHV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VXSSOLHUV-RXUQDORI,QWHUQDWLRQDO%XVLQHVV6WXGLHV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-RKDQVRQ-DQ9DKOQH-DQ-(ULN7KH,QWHUQDWLRQDOL]DWLRQ3URFHVVRIWKH)LUP-$0RGHORI
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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.DQJ0LQဨ3LQJ0DKRQH\-RVHSK77DQ'DQFKL:K\ILUPVPDNHXQLODWHUDOLQYHVWPHQWV
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- 
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
- 
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WUXVW-EDVHGLQWHUQDWLRQDOH[FKDQJHUHODWLRQVKLSV-RXUQDORI,QWHUQDWLRQDO%XVLQHVV
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- 
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V\QWKHVLVPHWD-DQDO\VLVDQG
GLUHFWLRQVIRUIXUWKHUUHVHDUFK-RXUQDORILQWHUQDWLRQDOPDUNHWLQJ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- 
/HXQJ.ZRN0RUULV0LFKDHO:9DOXHVVFKHPDVDQGQRUPVLQWKHFXOWXUH±EHKDYLRUQH[XV
$VLWXDWHGG\QDPLFVIUDPHZRUN-RXUQDORI,QWHUQDWLRQDO%XVLQHVV6WXGLHV
- 
/L<RQJ-+XL+XDQJ-LQJ-:HQ$PELGH[WHULW\
VPHGLDWLQJLPSDFWRQSURGXFWGHYHORSPHQW
SURILFLHQF\DQGQHZSURGXFWSHUIRUPDQFH,QGXVWULDO0DUNHWLQJ0DQDJHPHQW
- 
/LQGHOO0LFKDHO.:KLWQH\'DYLG-$FFRXQWLQJIRUFRPPRQPHWKRGYDULDQFHLQ
FURVV-VHFWLRQDOUHVHDUFKGHVLJQV-RXUQDORIDSSOLHGSV\FKRORJ\ 
/LRXNDV&RQVWDQWLQRV65HXHU-HIIUH\-,VRODWLQJWUXVWRXWFRPHVIURPH[FKDQJH
UHODWLRQVKLSV6RFLDOH[FKDQJHDQGOHDUQLQJEHQHILWVRISULRUWLHVLQDOOLDQFHV
$FDGHP\RI0DQDJHPHQW-RXUQDO- 
0|OOHULQJ*XLGR7UXVW5HDVRQURXWLQHUHIOH[LYLW\(PHUDOG*URXS3XEOLVKLQJ 
0F(YLO\%LOO3HUURQH9LQFHQ]R=DKHHU$NEDU7UXVWDVDQRUJDQL]LQJSULQFLSOH
2UJDQL]DWLRQVFLHQFH- 
0F(YLO\%LOO=DKHHU$NEDU'RHVWUXVWVWLOOPDWWHU"5HVHDUFKRQWKHUROHRIWUXVWLQ
LQWHU-RUJDQL]DWLRQDOH[FKDQJH+DQGERRNRIWUXVWUHVHDUFK 
0F(YLO\%LOO=DKHHU$NEDU.DPDO'DUF\.)XGJH0XWXDODQG([FOXVLYH'\DGLF6RXUFHV
RI7UXVWLQ,QWHURUJDQL]DWLRQDO([FKDQJH2UJDQL]DWLRQ6FLHQFH- 
0ROP/LQGD'6FKDHIHU'DYLG5&ROOHWW-HVVLFD/7KHYDOXHRIUHFLSURFLW\6RFLDO
3V\FKRORJ\4XDUWHUO\- 
0RUJDQ5REHUW0+XQW6KHOE\'7KHFRPPLWPHQW-WUXVWWKHRU\RIUHODWLRQVKLSPDUNHWLQJ
-RXUQDORIPDUNHWLQJ 
2¶5HLOO\&KDUOHV$7XVKPDQ0LFKDHO/$PELGH[WHULW\DVDG\QDPLFFDSDELOLW\5HVROYLQJ
WKHLQQRYDWRU
VGLOHPPD5HVHDUFKLQRUJDQL]DWLRQDOEHKDYLRU- 
2EDGLD&ODXGH%HOOR'DQLHO&*LOOLODQG'DYLG,(IIHFWRIH[SRUWHU
VLQFHQWLYHVRQIRUHLJQ
GLVWULEXWRU
VUROHSHUIRUPDQFH-RXUQDORI,QWHUQDWLRQDO%XVLQHVV6WXGLHV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
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3DOPDWLHU5REHUW:'DQW5DMLY3*UHZDO'KUXY(YDQV.HQQHWK5)DFWRUVLQIOXHQFLQJWKH
HIIHFWLYHQHVVRIUHODWLRQVKLSPDUNHWLQJDPHWD-DQDO\VLV-RXUQDORIPDUNHWLQJ
- 
3DOPDWLHU5REHUW:-DUYLV&KHU\O%XUNH%HFKNRII-HQQLIHU5.DUGHV)UDQN57KHUROHRI
FXVWRPHUJUDWLWXGHLQUHODWLRQVKLSPDUNHWLQJ-RXUQDORIPDUNHWLQJ- 
3DUPLJLDQL$QQH5LYHUD-6DQWRV0LJXHO&OHDULQJDSDWKWKURXJKWKHIRUHVW$PHWD-UHYLHZRI
LQWHURUJDQL]DWLRQDOUHODWLRQVKLSV-RXUQDORI0DQDJHPHQW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VWUXFWXUHDQGUHODWLRQDOQRUPV$QLQWHUDFWLYHSHUVSHFWLYH-RXUQDORI%XVLQHVV
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LQWHUSHUVRQDOPDUNHWLQJUHODWLRQVKLSV6FDOHGHYHORSPHQWDQGYDOLGDWLRQ,QGXVWULDO
0DUNHWLQJ0DQDJHPHQW- 
3RGVDNRII3KLOLS00DF.HQ]LH6FRWW%/HH-HRQJ-<HRQ3RGVDNRII1DWKDQ3&RPPRQ
PHWKRGELDVHVLQEHKDYLRUDOUHVHDUFKDFULWLFDOUHYLHZRIWKHOLWHUDWXUHDQG
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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 
3RGVDNRII3KLOLS00DF.HQ]LH6FRWW%3RGVDNRII1DWKDQ36RXUFHVRIPHWKRGELDVLQ
VRFLDOVFLHQFHUHVHDUFKDQGUHFRPPHQGDWLRQVRQKRZWRFRQWUROLW$QQXDOUHYLHZRI
SV\FKRORJ\- 
3RSSR/DXUD=KRX.HYLQ=KHQJ/L-XOLH-:KHQFDQ\RXWUXVW³WUXVW´"&DOFXODWLYHWUXVW
UHODWLRQDOWUXVWDQGVXSSOLHUSHUIRUPDQFH6WUDWHJLF0DQDJHPHQW-RXUQDO 
5DLVFK6HEDVWLDQ%LUNLQVKDZ-XOLDQ3UREVW*LOEHUW7XVKPDQ0LFKDHO/2UJDQL]DWLRQDO
DPELGH[WHULW\%DODQFLQJH[SORLWDWLRQDQGH[SORUDWLRQIRUVXVWDLQHGSHUIRUPDQFH
2UJDQL]DWLRQ6FLHQFH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 
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H[SURSULDWLRQDQGERQGLQJHIIHFWV-RXUQDORI0DUNHWLQJ5HVHDUFK
- 
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- 
6HUYD0DUN$)XOOHU0DUN$0D\HU5RJHU&7KHUHFLSURFDOQDWXUHRIWUXVW$ORQJLWXGLQDO
VWXG\RILQWHUDFWLQJWHDPV-RXUQDORIRUJDQL]DWLRQDOEHKDYLRU- 
6LHPVHQ(QQR5RWK$OHGD2OLYHLUD3HGUR&RPPRQPHWKRGELDVLQUHJUHVVLRQPRGHOVZLWK
OLQHDUTXDGUDWLFDQGLQWHUDFWLRQHIIHFWV2UJDQL]DWLRQDOUHVHDUFKPHWKRGV
- 
6ZlUG$QQD7UXVWUHFLSURFLW\DQGDFWLRQV7KHGHYHORSPHQWRIWUXVWLQWHPSRUDU\
LQWHU-RUJDQL]DWLRQDOUHODWLRQV2UJDQL]DWLRQ6WXGLHV- 
9DQQHVWH%DUW63XUDQDP3KDQLVK.UHWVFKPHU7RELDV7UXVWRYHUWLPHLQH[FKDQJH
UHODWLRQVKLSV0HWDဨDQDO\VLVDQGWKHRU\6WUDWHJLF0DQDJHPHQW-RXUQDO
- 
:DWKQH.HQQHWK++HLGH-DQ%2SSRUWXQLVPLQ,QWHUILUP5HODWLRQVKLSV)RUPV2XWFRPHV
DQG6ROXWLRQV-RXUQDORI0DUNHWLQJ- 
:HUWV&KDUOHV(/LQQ5REHUW/-|UHVNRJ.DUO*,QWUDFODVVUHOLDELOLW\HVWLPDWHV7HVWLQJ
VWUXFWXUDODVVXPSWLRQV(GXFDWLRQDODQG3V\FKRORJLFDOPHDVXUHPHQW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)LJXUH5HVHDUFK)UDPHZRUN 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
D$FKLHYLQJRUYLRODWLQJWKHUHFLSURFLW\QRUPZLWKLQELODWHUDODVVHWVSHFLILFLW\&RQWURO
YDULDEOHVLQFOXGHEX\HU¶VDVVHWVSHFLILFLW\VHOOHU¶VDVVHWVSHFLILFLW\GHSHQGHQFHVFRQWDFW
IUHTXHQF\EX\HU¶VILUPVL]HEX\HU¶VILUPDJHDQGSV\FKLFGLVWDQFH 
 
 
  
9LRODWLQJ
(TXLYDOHQFH
5HFLSURFLW\D 
+ 7UXVW 5HODWLRQVKLS3HUIRUPDQFH 
5HODWLRQVKLS
'XUDWLRQ 
+ 
+D 
+- 
+E 
$FKLHYLQJ
*RRGZLOO
5HFLSURFLW\D  
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)LJXUH,QWHUGHSHQGHQFHVEHWZHHQ%X\HUDQG6HOOHU¶V$VVHW6SHFLILFLW\RQ7UXVW
0RGHOLQ7DEOH 
  
 
 
 
 
 
 
 
 
 
 
 
  
 
 
$OOVWDWVDUHVWDQGDUGL]HG  
6FHQDULR$%X\HUVSHUFHLYHHTXLYDOHQFHUHFLSURFLW\ZKHUHWKHEX\HU¶VWUXVWOHYHOLVKLJKHVW 
6FHQDULR%%X\HUVDUHLQGHEWHGE\UHFHLYLQJH[FHVVLYHJRRGZLOOIURPWKHVHOOHUZKHUHWKH
EX\HU¶VWUXVWOHYHOLVQGKLJKHVW 
6FHQDULR&%X\HUVSHUFHLYHGLVFUHWHWUDQVDFWLRQZKHUHWKHEX\HU¶VWUXVWOHYHOLVUGKLJKHVW 
6FHQDULR'%X\HUVDUHLQVHFXUHE\JLYLQJH[FHVVLYHJRRGZLOOZLWKRXWUHFLSURFDOIHHGEDFN
ZKHUHWKHEX\HUV¶WUXVWLVWKHORZHVW 
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)LJXUH5HODWLRQVKLS'XUDWLRQ0RGHUDWHVWKH&RQQHFWLRQVEHWZHHQ9LRODWLQJ
(TXLYDOHQFH5HFLSURFLW\DQG7UXVW5HVXOWVRI0RGHOLQ7DEOH 
 
 
 
 
 
 
 
 
 
 
 
 
 
$OOVWDWVDUHVWDQGDUGL]HG1RWH7KHGRWWHGOLQHGHQRWHVWKDWDWHDUO\UHODWLRQVKLSVWDJH
LQHTXLYDOHQFHZLWKLQELODWHUDODVVHWVSHFLILFLW\GRHVQRWVLJQLILFDQWO\LQIOXHQFHWUXVW+RZHYHU
LQUHODWLRQVKLSVZLWKORQJHUGXUDWLRQVWKHVROLGOLQHLQHTXLYDOHQFHLQELODWHUDODVVHW
VSHFLILFLW\YLRODWHVHTXLYDOHQFHUHFLSURFLW\DQGVLJQLILFDQWO\XQGHUPLQHVWUXVW 
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)LJXUH  $3URSRVHG7\SRORJ\RI5HFLSURFLW\ZLWKLQ%LODWHUDO$VVHW6SHFLILFLW\
%X\HU¶V3HUVSHFWLYH 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
'HVFULSWLRQVIRUHDFKTXDGUDQW  
8SSHU-ULJKW%RWKHTXLYDOHQFHDQGJRRGZLOOUHFLSURFLW\DUHIXOILOOHGZKHUHWKHEX\HU¶VWUXVW
OHYHOLVWKHKLJKHVWVW 
8SSHU-OHIW%X\HUVDUHLQGHEWHGE\UHFHLYLQJH[FHVVLYHJRRGZLOOZKHUHWKHWUXVWOHYHOLVQG
KLJKHVW 
%RWWRP-OHIW%X\HUVSHUFHLYHGLVFUHWHWUDQVDFWLRQZKHUHWKHWUXVWOHYHOLVUGKLJKHVW 
%RWWRP-ULJKW%X\HUVDUHLQVHFXUHE\JLYLQJH[FHVVLYHJRRGZLOOZLWKRXWUHFLSURFDOIHHGEDFN
ZKHUHWKHWUXVWOHYHOLVWKHORZHVW 
  
 
,QGHEWHGWR*RRGZLOO5HFLSURFLW\ 
 
/HYHORI7UXVWQG 
 
3HUFHLYHGWKHVHOOHU¶VJRRGZLOOLQWHQWLRQV
LQLQYRNLQJUHFLSURFLW\ 
 
(TXLYDOHQFH5HFLSURFLW\ 
 
/HYHORI7UXVWVW 
 
%RWKJRRGZLOODQGHTXLYDOHQFHUHFLSURFLW\
HQVXUHWKHH[FKDQJHVWDELOLW\DQG
UHOLDELOLW\ 
 
'LVFUHWH7UDQVDFWLRQ 
/HYHORI7UXVWUG 
'LVFUHWHH[FKDQJHZLWKRXWVLJQLILFDQW
VRFLDOLQWHUDFWLRQVLQYROYHGRUREOLJDWHG
QRUPV 
 
)DYRU*LYHQLQ*RRGZLOO5HFLSURFLW\ 
/HYHORI7UXVWWK 
)DFHGZLWKWKHULVNWKDWWKHVHOOHUZRXOG
WDNHDGYDQWDJH 
/RZ 
6HOOHU¶V/HYHO
RI$VVHW
6SHFLILFLW\  
/RZ 
%X\HU¶V/HYHORI$VVHW6SHFLILFLW\ 
+LJK 
+LJK 
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7DEOH&RQFHSWXDOL]DWLRQDQG0HDVXUHPHQWRI5HFLSURFLW\(OHPHQWV 
 
5HFLSURFLW\
)DFHWV 
'HILQLWLRQ 0HDVXUHPHQW ([SODQDWLRQV 
 
*RRGZLOO
5HFLSURFLW\ 
 
5HVSRQGLQJZLWK
JRRGZLOOWRUHFLSURFDWH
WKHRSSRQHQW¶VIDYRUV
*RXOGQHU5DELQ
 
 
 
,QWHUDFWLRQ-WHUP
EHWZHHQEX\HUDQG
VHOOHU¶VDVVHW
VSHFLILFLW\ 
 
6HOOHU¶VDVVHWVSHFLILFLW\LQSXWV
UHFLSURFDWHZLWKWKHEX\HU¶V
H[LVWHGDVVHWVSHFLILFLW\WR
VLJQLI\JRRGZLOO 
 
(TXLYDOHQFH
5HFLSURFLW\ 
 
(TXLYDOHQFHLQELODWHUDO
FRQWULEXWLRQVGHYRWHGRU
RXWSXWUHFHLYHG
*RXOGQHU
+RSSQHU	*ULIILWK
6DKOLQV 
 
 
$EVROXWHGLIIHUHQFH
EHWZHHQEX\HUDQG
VHOOHU¶VDVVHW
VSHFLILFLW\ 
 
7KHPLVDOLJQPHQWVEHWZHHQ
EX\HUDQGVHOOHU¶VDVVHW
VSHFLILFLW\VLJQLI\YLRODWLRQVRI
HTXLYDOHQFH 
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7DEOH7KH&RXQWU\%DVHVRI6DPSOLQJ'\DGV  
Regions Buyers  Sellers 
Africa  - 
China   
Europe   
India   
Indonesia   
Japan   
Malaysia  - 
Mongolia  - 
Mid-East   
North 
America 
  
Oceania  - 
Philippines   
Singapore   
South 
America 
 - 
South Korea   
Taiwan   
Thailand   
 
$VLDQEX\HUVDQGVHOOHUVDUHUHSRUWHGDWFRXQWU\-OHYHO  
$OOEX\HU-VHOOHUUHODWLRQVKLSVDPSOHVDUHFURVV-ERUGHUSDLUV 
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7DEOH&)$5HVXOWVDQG5HOLDELOLW\7HVWVIRU5HIOHFWLYH0HDVXUHV 
Items Standardized 
Loadings  
Construct CR Construct 
AVE 
%X\HU¶VAsset Specificity 1    
%X\HU¶VAsset Specificity 2    
%X\HU¶VAsset Specificity 3    
%X\HU¶VAsset Specificity 4    
Seller¶VAsset Specificity 1    
SHOOHU¶VAsset Specificity 2    
Seller¶VAsset Specificity 3    
Seller¶VAsset Specificity 4    
Trust 1    
Trust 2    
Trust 3    
Trust 4    
Relationship Performance 1    
Relationship Performance 2    
Relationship Performance 3    
Relationship Performance 4    
6LJQLILFDQWDWDOSKD   
&)$PRGHOJRRGQHVV-RI-ILWVWDWLVWLFV&), 11), 6505   
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7DEOH&RUUHODWLRQ0DWUL[DQG'LVFULPLQDQW9DOLGLW\ 
Constructs  1 2 3 4 5 6 7 8 9 10 11 12 
%X\HU¶V$sset Specificity             
6HOOHU¶VAsset Specificity 0.657            
3. Trust 0.331 0.517           
4. Performance 0.495 0.644 0.675          
5. Achieving Goodwill 
Reciprocity a 
-0.09
5 
-0.00
9 
0.144 0.052         
6. Violating Equivalence 
Reciprocity b 
0.005 -0.35
5 
-0.26
1 
-0.23
0 
0.032        
7. Psychic Distance c 0.003 0.168 -0.00
5 
0.150  -
 
-      
8. Duration d 0.084 0.057 -0.05
6 
-0.05 0.141 -
 
-
 
-     
9. Firm Age d -0.08
6 
-0.09
2 
-0.06
1 
-0.16
7 
-0.02
4 
-0.04
7 
-
 
 -    
10. Firm Size d -0.02
0 
-0.04
8 
-0.02
0 
0.011 -0.12
0 
0.108 -0.11
6 
  -   
11. Power d 0.159 0.100 -0.04
8 
-0.04
8 
-0.01
8 
0.023 -0.08
7 
0.138 -
 
-
 
-  
12. Contact Frequency d 0.118 0.187 0.209 -0.07
5 
-0.01
4 
-0.12
8 
-0.07
5 
0.145 0.143   - 
a: Operationalized by interaction-term between EX\HUDQGVHOOHU¶VDVVHW specificity; b: Operationalized by absolute difference 
between EX\HUDQGVHOOHU¶Vasset specificity; c: Formative construct; d: Constructs measured by single item;  
Numbers on the diagonal are the square root of average value extracted (AVE). 
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7DEOH3/6+\SRWKHVHV7HVWLQJDQG0RGHO*RRGQHVV-RI-)LW 
  Model 1 Model 2 Model 3 Model 4 Model 5  Model 6 
Controlled Effect Estimates  
 
    
%X\HU¶V)LUP$JH -> 
Performance - - 
- 
- - - 
%X\HU¶V)LUP$JH -> Trust 
- - - - - - 
Buyer¶VAsset Specificity 
->Performance   
    
BX\HU¶VAsset Specificity 
-> Trust -  
-    
Power-> Performance 
- - - - - - 
Power -> Trust 
- - - - - - 
Duration -> Performance 
- - - - - - 
Duration -> Trust 
- - - - - - 
Contact Frequencies -> 
Performance   
    
Contact Frequencies -> 
Trust   
    
Psychic 
Distance->Performance   
    
Psychic Distance->Trust 
- - - - - - 
Seller¶VAsset Specificity 
->Performance   
    
6HOOHU¶VAsset Specificity 
-> Trust   
    
%X\HU¶VSize -> 
Performance   
    
%X\HU¶VSize -> Trust 
-  -   - 
Hypothesized Effect 
Estimates 
 
 
    
Trust -> Performance (H4)       
Achieving Goodwill 
Reciprocity a-> Trust (H1) 
      
Achieving Goodwill 
Reciprocity a* Duration -> 
Trust (H3a) 
 
 
-   
 
Violating Equivalence 
Reciprocity b -> Trust 
(H2) 
 
 
 - - 
- 
Violating Equivalence 
Reciprocity b* Duration -> 
Trust (H3b) 
 
 
  - 
- 
PLS Model Goodness-of-Fit 
Statistics 
 
 
    
Adjusted R2 0.462 0.602     
SRMR 0.060 0.062     
a: Operationalized by interaction-term between EX\HUDQGVHOOHU¶V asset specificity; b: Operationalized by absolute difference 
between EX\HUDQGVHOOHU¶V asset specificity; **: Significant at alpha = .01; *: Significant at alpha = .05. 
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7DEOH6XPPDU\RI+\SRWKHVHV7HVWLQJ 
+\SRWKHVHV &RQWHQWV 5HVXOWV 
+\SRWKHVLV $FKLHYLQJJRRGZLOOUHFLSURFLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\HQKDQFHVWUXVW 
6XSSRUWHG 
+\SRWKHVLV 9LRODWLQJHTXLYDOHQFHUHFLSURFLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\KDUPVWUXVW 
1RW6XSSRUWHG 
+\SRWKHVLVD $FKLHYLQJJRRGZLOOUHFLSURFLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\PRUHHIIHFWLYHO\HQKDQFHVWUXVW
RYHUWKHUHODWLRQVKLSGXUDWLRQ 
1RW6XSSRUWHG 
+\SRWKHVLVE 9LRODWLQJHTXLYDOHQFHUHFLSURFLW\ZLWKLQELODWHUDO
DVVHWVSHFLILFLW\PRUHVHYHUHO\KDUPVWUXVWRYHUWKH
UHODWLRQVKLSGXUDWLRQ 
6XSSRUWHG 
+\SRWKHVLV 7UXVWLQFUHDVHVUHODWLRQVKLSSHUIRUPDQFH 6XSSRUWHG 
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7DEOH&)$0DUNHUWKH&09&KHFN 
Model Chi-Square df CFI 
CFA    
Baseline    
Method-Constrained    
Method-Unconstrained    
Chi-Square Comparison Results ¨ Ȥ ¨ Gf Chi-Square Critical Value 
Baseline vs Method-C    
Method-C vs Method-U    
 Note: the LQVLJQLILFDQFHRI¨Ȥ2 statistics indicate our results is not biased by congeneric nor 
non-congeneric method variances.  
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$SSHQGL[0HDVXUHPHQW6FDOHV  
Construct Measurement 
Buyer¶s Firm Age How long has your firm been in business? ___years 
Buyer¶s Firm Size  How many full-time employees does your company have? ____employees 
(employee No.) 
Dependence What percentage of the total purchasing volume in this product category is 
accounted for by this supplier (0%.±100%)? ___%. 
Relationship Duration How long have your company been doing business with this supplier? _____years 
Contact Frequencies 
 
Please indicate the frequency your firm did business with this supplier?  
(7 points very infrequently« very frequently scale) 
Seller¶s Asset 
Specificity  
 
(Adapted from Katsikeas et al. (2009), Jan B Heide and John (1990), and Rokkan 
et al. (2003)).  
1. This supplier has invested a great deal in our business. 
2. This supplier has made extensive internal adjustments in order to deal 
effectively with our firm 
3. This supplier has made substantial commitments of time and money in 
training their people to deal with our firm. 
4. This supplier has gone out of its way to link us with their product line or 
logistic system.  (7 points strongly disagree« strongly agree scale) 
Buyer¶s Asset 
Specificity 
(Adapted from Katsikeas et al. (2009), Jan B Heide and John (1990), and Rokkan 
et al. (2003)). 
1. We have invested a great deal in WKLVVXSSOLHU¶VEXVLQHVV 
2. We have made extensive internal adjustments in order to deal effectively 
with this supplier. 
3. Our firm has made substantial commitments of time and money in training 
our people to deal with this supplier. 
4. Our firm has gone out of its way to link this supplier with our product line or 
logistic system.  
(7 points strongly disagree« strongly agree scale) 
Psychic Distance (Formative scale adapted from Bello and Briggs (2009); Obadia, Bello, and 
Gilliland (2015)) Please evaluate the degree of dissimilarity in this supplier¶s 
operating country and environment. 
1. Culture (traditions, values, language)  
2. Accepted business practices  
3. Economic environment  
4. Legal system  
5. Communication infrastructure 
(7 points very VLPLODU« very different scale) 
Trust (Adapted from Doney and Cannon (1997)) 
1. This supplier keeps promises it makes to our firm. 
2. We believe the information that this vendor provides us. 
3. When making important decisions, this supplier considers our welfare as 
well as its own. 
4. We trust this vendor keeps our best interests in mind.  
(7 points strongly disagree« strongly agree scale) 
Relationship 
Performance  
 
(Adapted from Selnes and Sallis (2003)) 
1. Flexibility to handle unforeseen fluctuations in demand has been improved 
because of the relationship. 
2. The relationship with this supplier company has resulted in better product 
quality. 
3. The relationship has a positive effect on our ability to develop successful 
new products. 
4. The relationship helps us to detect changes in end-user needs and preferences 
before our competitors do. 
(7 points strongly disagree« strongly agree scale) 
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Relative Importance of 
Goals in Attaining 
Trade Show 
(CFA Marker adapted from Godar and O'Connor (2001)) 
Please evaluate the importance of following objectives for your attendance to this 
trade show« 
1. Collect information about new products/developments in the industry. 
2. &ROOHFWLQIRUPDWLRQDERXWFRPSHWLWRUV¶SULFHVSURGXFWVDQGVWUDWHJLHV 
3. Collect information in general.  
(7 points strongly disagree« strongly agree scale) 
 
 
 
